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tISme MEMORANDUM 


, 19^ 


Clients Name 
Clients Address 




Contracting Officer 
Advertising Agency ~ 

Description of Program 




Program to take place C. 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 
NSMC Net Profit 


Clients Commitment: 


/*/^r *"■- 


$ / O. 6-8 o 


_X_Verbal 

__Letter of Commitment(attached) 

__Contract Signed 


$ 

27 , 74 ^ 


Projection is KJo* X complei 


Signed 




$ 
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0§mc MEMORANDUM 

__ /K _, 19 ^/ | 



/ 



Exaerpts from Government's Exhibit 3 

tl§mc MEMORANDUM 


Per. /<& 


,19^ 


Clients Name _ 

Clients Address 


/? OA?Q /o> 


Contracting Officer *jTo*j _ 

Advertising Agency __ 

Description of Program //.$ C«. , 




/ S'oo 


Program to take place & 9 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 
NSMC Net Prof it 




J?7< 

ooo 


$ - =?o oao s 


$ /C*X7f. 


/3 J 2 2^. 


Clients Commitment: 

X Verbal 

__Letter of Commitment(attached) 

_^Contract Signed 


ProJ ectioo is 7S^_X compl< 


Signed 
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To: Cortes W. 

Randell 




Fr: Bernie Ganis 




October 18, 1968 




t' 

> 

COMMITMENTS 



Gossard 

J 

I. S. Berlin - Saleran 

Gross 

Net 

Time 

4 

f l > 

$56,250.00 

$45,570.00 

90% 

Chicken Delight 

I. S. Berlin-Salgan 

106.875.00 

* 

85,500.00 

80% 

Cheeseboro Ponds 

Antonowsky 

30,000.00 

24,000.00 

85% 

Dupont 

Lewis 

70,000.00 

56,000.00 

6? 

o 

00 

< Faberge 

Lyons 

56,250.00 * 

45,570.00 

( 85% 

* Barnes & Hines 

^Siadek - 

112,500.00 

00,000.00 • 

95% 
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i . • ■ October 17 68 

• • -----,19_ 

• • 

Clients Name__ Eastern Airlines 

Clients Address_ 10 Rockefeller Plaza 

New York, New York 

Contracting Officer Dennis Kelly 

Advertising Agency none — “ ’ 

Description of Program pac distribution-1 1/2 million pieces at 21.50 

____ per thousand " : -- 


Program to take place August 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) shipping 
NSMC Net Profit $30,000 


Clients Commitment: 

X Verbal 

X Letter of Comnitaient (attached) 
__^Contract Signed 


$ _ 

$ __ 

$' _ 

$ 

$"277511 


$ 32,250 



$ 

Ae. ProjectCas> is _jQ Z complete 


Signed 



1925 
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from Government's Exhibit 3 





October 17, 1968 


,19 


Clients Name Eastern Airlines 

Clients Address FO Rockefeller Plaza 

New York, N.Y. 

Contracting Officer Dennis Kelly _ 

Advertising Agency none-involved 



Description of Program 


_ 12,0 00 posters for vacation package .and 

youth fare announcement ~ 


Program to take place * May-Sept. 

NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) cam P u s rep comm. .33/poster 

. $3,960. 

NSMC Net Profit $9,430 


13,440 


$ 

$* 

$' 

$' 

$' 


Clients Commitment: 

X Verbal 

_ x Letter of Commitment(attached) 
_Contract Signed 


/JProject-I2E» is 100 I complete 


Signed 





192C 








Clients Name Eastern Airlines 
Clients Address rCTROCKEFELLER PLAZ A 

New Yrk, N.Y. _ 


Contracting Officer Dennis M. Kelly 
Advertising Agency none involved ~ 

Description of Program_ Poster Program 12,000 posters announcement 

--—-——_ - of 2/3 fare 


Program to take place * May-Sept. 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) re P comm. .33/po9ter-$3,960. 
NSMC Net Profit $9,480. 


$_13,440 


$ 


Clients Commitment: 

I 

X Verbal 

X Letter of Commitment(attached) 
_Contract Signed 


» 

Projection is 100 Z comple 


i/\ 


i A 


Signed 


) 

4 


1 
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nsmc MEMORANDUM 


Clients Name 
Clients Address 


Eastern Airlines 
10 Rockefeller PlazlT 
Hew York " 


Contracting Officer Dennis Kelly 

Advertising Agency' none 

Description of Program^^ unrV 


Program to take place * 


NSMC Gross Revenue 

NSMC Co s t s 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 


NSMC Net Profit 


Clients Commitment! 


these are actual costs 
to freelance pessonnel 
NONE 


X V erbal 
X 

-— -Letter of Commitment (attached) 

_Contract Signed 


Signed 


October 17 


,19 68 


$ 1,875 


^£f. Projects*, is 100 I complete 


(L'J !d)J 
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October 17 _ ,1968 


Clients Name Eastern Airlines 

Clients Address 10 Rockefeller Plaza 

‘ New York, New York 


Contracting Officer Dennis Kelly _ 

Advertising Agency’ none _ 

Description of Program 1000 student names on 3x5 cards for telephone follow up 


Program to take place May 68 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 
NSMC Net Profit 


361.00 


cost for tabulation of names $150 00 


$151.00 


Clients Commitment: 

X V erbal 

__X_Letter of Commi t men t (a 11 ached ) 

_Contract Signed 


Proj ect-n» is 100 Z complete 


Signed 




1 


1929 
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eastern air lines incorporated 


10 ROCKEFELLER PLAZA,' NEW YORK. N V 10020 212-960 45 00 


March 29, 1968 





Mr. Dennis M. Kelly 

National Student Marketing Corporation 
680 Fifth Avenue 
New York, New York 

Dear Dennis: 


Confirming my telephone conversation with you, we 
will accomplish the following elements between now 
and the end of the 196S school year (June 1st); 


Mailing to 300,000 students living on 
the Eastern system. 

Two posters to cover 1200 schools (a 
total of 24,000 posters). 

A mailing to 50,000 students soliciting 
travel home. 


Materials for all of the above arc now in production. 


Sincerely, 



i Thpmas E. Mullen 
' 'Manager Special Markets 
• Merchandising 


TEM:jla 
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,,uu • v-* r\ r\, n. i, i \j\sc\jj die ’ VOO'^OU 


May 10, 1968 


Mr. Dennis M. Kelly 

National Student Marketing Corporation 
680 Fifth Avenue 
New York, New York 

Dear Dennis: 

As discussed, I would be interested to 
see what we could get out of 1000 names. 

We would require a phone contact and 
they should meet the city pair qualifications 
used for the mailing. 


Sincerely, 


c 



.Thomas E. Mullen 
Manager Special Markets 
Merchandising 


TEM:jla 
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BISFIC MEMORANDUM 


October 17 


Clients Name 
Clients Address 


Eastern Airlines 

10 Rockefeller Plasa 
New York, N.Y. 


Contracting Officer Tom Mullen _ 

Advertising Agency _ none 

Description of Program ad pad, youth fare card sales, paid on a per inquiry basis 


Program to take place Sept-Oct 68 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 
NSMC Net Profit 


$ 5,000 (est.) 


no dist. costs on this poog. 
$5,000 


Clients Commitment: 


Verbal 


h r— * 90 

Proj ect-T2li> is _ X complete 


Letter of Commitment(attached) 


Contract Signed 


Signed 
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rnsmc 



Ocotber 17 


, 1S68 


Clients Name _ 

Clients Address 


duPont 


Empire St. Bdg. 


New York, N.Y. 


Contracting Officer „ _ 

Advertising Agency none" Lewls 


Description of Program poster distribution. 5,000 pieces for "The Slicker” jacket 


Program to take place Oct-Nov. 68 


NSMC Gross Revenue 
NSMC Costs 

Printing • $ 

Art and Layout $- 1 — 

Product Cost «■- 

Travel ^- 

Other (explain) .33 x 5,000 field rep cost $ 1,550 
NSMC Net Profit $6,950 


$ 8,500 


$ 


Clients Commitment: 

_Verbal 

_Letter of Coomitmeut(attached) 

_Contract 'Signed 



ProjecM^o is 


* 

_Z complete 


X 


70 
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,19 


Clients Name Eastern Airlines 


Clients Address 10 Rockefeller Plaza 


New York, N.Y, 


Contracting Officer Denn is M. Kelly 
Advertising Agency 


none 


Description of Program city pair mailing program 50,000 pieces 


Program to take place * April 6^ ' _ 

NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (expla in)postage, pkg., tying, sorting 
NSMC Net Profit $2,200 


$ _ 

$ __ 

$ _ 

$ 

$’ 2,650 


$ 4,850 


Clients Commitment: 

X V erbal 

___Letter of Comnitment(attached) 

__Contract ‘Sighed 


ylE. Proj ec t-Tiu* is ^ * complete 






1935. 







A 
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nSlUC MEMORANDUM 


October 17 


,1968 


Clients Name 
Clients Address 


Eastern Airl ines 
10 Rockefeller Plaza 
New York, N.Y. 


Contracting Officer Dennis M. Kelly _ 

Advertising Agency none _ 

Description of Program computer program on city pair mailing 


Program to take place August 


V 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 
NSMC Net Profit $800. 


3,600 


programming of the computer $ 2,800 

and sorting 


Clients Commitment: 


X Verbul 


AE. Project is 100 l complete 


_X_Letter of Commitment (attached) 

_^Contract Sighed 


Signed 


r 
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October 17 68 

_:_,19 


Clients Name_ Eastern Airlines 

Clients Address__ 10 Rockefeller Plaz 

New York, N.Y. 


Contracting Officer Dennis Kelly _ 

Advertising Agency none ~ 

Description of Program city pair mailing, back-to-school, 50,000 pieces 


Program to take place August 


NSMC 

Gross Revenue 



NSMC 

Costs 

Printing 

$ 



Art and Layout 
Product Cost 
Travel 

$ 

• • $ 

$ 



Other (explain) 

postage £ 

mailing, sorting, tying, etc. 

1,800 

T753T]- 

NSMC 

Net Profit $2,200 

* ■ * 



$ 6,650 


$ 4,450 


Clients Commitment: 

X ' Verbal 

X _Letter of Commitment(attached) 

__Contract -Sigped 


Project'ESo> i s 1 00 I complete 



| 

• 19 * 

1 

St 



Signed 
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■ ' -October 17_»1?_68 

• • 

Clients Name_ duPont 

Clients Address Empire St. Bldg. 

New York, N.Y. 

Contracting Officer Dennis Kelly __ 

Advertising Agency none _ 

Description of Program _ research on "The Sllkket" Focus interview sessions _ 

- _and broadscal e questionnaire mailing _ 


Program to take place Sept-Oct. 68 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) res. house cost $4,500 
NSMC Net Profit $4,500 


$ 9,000 


$ 


* 

• • 

Clients Commitment: 


• • • 

Z Verbal 

Lii 

s: 

# 

Pro j ect*U> is 85 j complete 

* / 

Letter of Commitment 

Contract Signed 

••• 



Signed 



1938 
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October 17 


,19 68 


Clients Name _ 

Clients Address 


Waldorf 


Park Ave 


New York, N.Y. 


ui 


Contracting Officer 
Advertising Agency _ Koehl, La ndis & Landen 41 E 42n St., N.Y.C, 

Descr iption of Program 2,000 posters 


Program to take place Fall » 68 


NSMC Gross Revenue 

NSMC Costs 

Printing 
Art and Layout 
Product Cost 
Travel 

Other (explain) 15Z agency com. , cost of 

.33 per poster 

NSMC Net Profit $3073.15 


Clients Commitment: 
__'Verbal 


Letter of Commitment (attached) 


JL_Contract Signed with' ad agency 


Signed 


$ 3,790 


$ 

$' 

$' 

$' 

$' 


w 

Ae. P r o j e c t-IZo is an Z complete 


1939 
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w. P. No. 


ACCOUNTANT 


-A- -I- ' 


■- /,,-yb 


' / - -X 


U' 1 /|i 


(nsrnc - 


' °l 1 11 MAlit'*’ 1 


October 2Z, l'JCo 


"Ir. Pete Rockert 
Croup Product. Hinsger 
Syntex laborntorles Inc. 

Stanford Industrial Park 
Palo Alto. California 04305 

Dear Pete: 

Tbe following proposal Is the result of our neetlr.a last week. We have two 
sets o, objectives involved in this proposal; research and urkotlng. 

Research Objectives 

- Determine product na.^e and corporate identity or logo 
Deterr.ine package Jeslnn and (,.;c-,;nrrt4cs' : ?n : *'vh?-"jitT:i< v nsor 

- Detcruir.a position of the product in the r-artet (this study will 
determine the product's universe or secr-ant of the care r:ar- 
ktt that our cvforts should be directed toward) 

The nethodology used to determine the above objectives will oe presented to 
Syntex r° later than hove; her 1st. Sample size and questions will be Jcter- 
Blnes by tne objectives as outlired in our research proposals. Tne Quali¬ 
tative rescsrc.i questionnaire will detsnine copy and creative concept, 
pricing, product's universe, product's frequency arid nuantltv of use, wh=r* 
purchased, and aesthetic aapeal of tr.e packaoe design. 

Pependlrn upon the ruco.r.-m'atlois of our research staff, v.e , M y Include a2t 
dir-ct rail research pre ra-, uo .evcr at this tic It scows that the qua! CL* 
tatlve research can be sufficiently handled through the use of open-*n<i ^ 
panel discussions. 


Market 1 n n Q bj ec11 ves 

- Introduce product and prcduct categories to high school and 
college students 


- Create new users cf the product 

- Successfully er.tor pnpduct to proprietary market 


National Strident Marketing Corporation 

m} . Sw.it- s„„ f,** r u ;,/,. . vjim . r,-.v;>w v/j-ttj.w/ 
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■r. 


'ate P.eckurt 


October 22, IOCS 


T.ierc objectives wil 1 Vo accoi.pillfiel through the use of an Integrated rar* 
i-ctfr'; ni/ Including do'ianj; -and Collar? direct nail to 5,000.000 students, 
poster pviiijra:i (csti latcd.-cxposur? 213.000,TOO students), and hand sat.-plir,' 
(s*.;.l-:- size to i<? drter/lr.M). J 

The contract we develop and the nuarantec that v/s discussed at our nrctlng 
will be outlined in detail. At this tine, let It suffice to say that any 
money spent or the direct rail program will bo recovered by Syntex or JiSn 
makes up the difference. 

Since we are on a rigid time schedule, it Is Imperative that any and all dead¬ 
lines be ret. Upon approval of this original proposal for developing a meth¬ 
odology on the research program, flSMC will develop the questionnaire and es¬ 
tablish college consumer panels throughout the country. The following dead¬ 
line schedule assures Syntcx of Introducing the product In early 1S59 end 
participating In the Collage and Bonanza and other prelims In March of ‘G9. 

Activity 

Determine research objectives 
Approval of research methodology and 
cuestlonnalre 

6roup interviews start « 

evaluate research findings 
Prepare ccpy and concepts fer brochures 
(InduJIng test vehicles) 

Approve Mechanical art and copy for 
production 

Commence production of brochures Including 
test brochures 


Deadline Date 

October 29 
November 1 

November 5 
Vovember 15 
November 25 

December C 

December 6 


If the above proposal meets with your agreement, we can ccmencc with pro- 
pr.ratlons for the research questionnaire and Methodology. 


Thank you for you' consideration. 


;;;zv^v 

Jack E. Sladek 

^est Coast Director of Marketing 


rj 

CC 


cc: Carroll ’..’alters 



for Syntex 


'or r ' i,t,ona, Student Marketing Corporation 
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EXCERPT FROM GOVERNMENT'S EXHIBIT 4C 
GENERAL BINDER (8/31/68); PP. 1463-158 
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NSMC ANNUAL REPORT (Y/E 8/31/68) 

National Student Marke ting Corporation ANNUAL REPORT—1 9 6 8 




KI' 

tjir ifr t! m in 
























Government’s Exhibit 5 


Dennis Kelly 
Vice President. 

Director of Media Services 


Ronald W. Michaels 
Vice Preeident, 
Director of Marketing 


Bernard Ganis 
Director, Direct Mail 
Advertising Service 


Douglas R Garriock 
V'ice Preeident, 

Director of Canadian Uperationi 


Douglas Garnett 

Vice Preeident, Corporate 

Planning and Administration 


Bernard Kurek 
Comptroller 
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National Student Marketing Corporation ANNUAL REPOR T-19 6 8 





Highlights ot the Year 

1S68 

1967 



Gross volume 

$5,579,169 

3,062,316 



Income before taxes 

$ 699,116 

291,296 



Net earnings 

$ 388,031 

168,616 

Contents 


Earnings per share 

$ 0.51 

0.25 

Let itr t" tti* Stockholders 

o 



The Year in Review 

4 

Employees 

270 

21 

M i o:n-v.- Off i-and Facil.:ie> 

10-11 

Principal offices 

16 

1 

Pm.irn i i! Data Fi*c3l Year 1(H*8 

16 

Clients 

75 

8 

Opinion of Independent Accountant* 

Officer*. Principal Offices Auditor*. 

20 

Computers in operation 

2 

— 

Trander A cent 

21 

Subsidiaries acquired 
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Company directors (I. to r ) Frank G. Dickey. Robert A. 
Fergusson. Glen Shaffer, Cortes W. Randell. Cortes G. 
Randell, Donald A. Fergusson. and James F. Joy meet 
in Washington. 


To the Stockholders: 


It is a pleasure to report to you on our 1968 fiscal year of opera¬ 
tions, during which National Student Marketing Corporation 
became a publicly-owned company. The year has been one of re¬ 
markable growth, carefully planned so as to better equip nsmc to 
take advantage of increasing market opportunities. 

Your company has developed unique capabilities to reach and 
serve the youth market, that segment of the U.S. population under 
25 years of age which represents nearly one-half of our entire popu¬ 
lation. The purchasing power of this market is estimated to be $35 
billion, and its direct influence on the spending power of parents and 
older consumers is probably equivalent to twice that amount. The 
active and affluent young, however, are not effectively reached by 
conventional media such as television, radio, national magazines, 
and newspapers. Your company’s coordinated approach, which offers 
a variety of alternatives such as posters, direct mail, student news¬ 
paper insertions, calendars, entertainment, and various other means 
of reaching the high school and college customer, is proving to be the 
key to open this relatively untapped market. Every day more lead¬ 
ing companies are using our facilities to sell their products and serv¬ 
ices to the young. 

There are, in addition, valuable indirect benefits for our clients 
arising from their sales to young people. \s high school and col¬ 
lege students try products and services, they develop strong per¬ 
sonal preferences. Surveys show, for example, that eight out of ten 
college students after completing their formal education stay with 
the brands they have chosen. Thus, the work of the National Student 
Marketing Corporation has decided influence throughout the total 
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LJ.S. market, a fact that has helped sustain the company’s impressive 
growth during the fiscal year 1968. 

We believe this record of growth speaks for itself. Sales climbed 
to $5,579,169 in 1968, as compared with $3,062,316 for the prior year. 
Net earnings for the twelve-month period amounted to $388,031, or 
50.51 a share, as compared with $168,616, or $0.25 a share, in fiscal 
1967. During 1968, National Student Marketing Corporation 
acquired several companies and commenced many activities de¬ 
signed to round out our range of services in reaching young people 
and in extending their influence throughout the market as a whole. 
In doing so, we used the idiom and techniques that we know are 
acceptable to and are acted upon by the youthful customer. 

The following pages describe the events of our 1968 fiscal year 
in detail. We believe you will find them an interesting account of 
planned expansion to serve a widening opportunity. They can never 
indicate, however, the importance of the able and enthusiastic em¬ 
ployees who have contributed so much to our past success and to 
whom we look for an even more exciting future. 

Very truly yours, 


Cortes G. and Cortes W Randell confer on 1968 growth. 


lw 


< \ • ;. N • . i» 




November 15,1968 


/ --- 

Cortes W. Randell, President 


Cortes G. Randell, Chairman 











/ 
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The Year in Review 



Calendar Desk Pads, a popular campus information and 
advertising medium, are checked by Donald A Fergusson. 


National Student Marketing Corporation 

At the beginning of the 1968 fiscal year, National Student Mar¬ 
keting Corporation’s services to the youth market represented the 
most complete approach available to national advertisers. Even so, 
plans were made to expand our services substantially and to estab¬ 
lish many new ones, while at the same time acquiring other com¬ 
panies which would add to our capabilities in the field. Under this 
program, eight companies were acquired and several facilities formed 
or expanded, thus extending our operations in depth throughout 
the United States and Canada. A marketing system has been de¬ 
veloped which is unparalleled on the basis of geographical coverage, 
selectivity according to age and educational level, economy and 
efficiency, as well as range of facilities. 

In response to this growth, the list of nsmc clients steadily in¬ 
creased. At the year’s end, approximately seventy-five of the nation’s 
largest and most widely known companies were using various com¬ 
binations of nsmc’s services to reach young people. This list includes 
leading airlines such as American and Eastern; drug and cosmetics 
companies such as Bristol-Myers, Colgate-Palmolive, Miles Labora¬ 
tories, Warner-Lambert, and Yardley of London; Metropolitan and 
Aetna Life insurance companies; Ford and American Motors in the 
automobile industry; banks such as Bankers Thist, First National 
Bank of Boston, and Bank of America; magazine publishers, includ¬ 
ing Time, Inc., Newsweek, and Dell; in addition to names such as 
General Electric, Scott Paper Company, Xerox Corporation, and the 
United States Department of the Navy. Beyond serving clients of 
this caliber, nsmc also set up systems to sell i/s own products and 
services to the high school and college population. 

Companies Acquired in the East and West 

The first major acquisition of the year was Colleciate Adver¬ 
tising Ltd. of Vancouver, British Columbia, which took place in 
January. Collegiate has had a successful record on its own, and now 
operates the company’s campus marketing and field sales programs 
in all states west of the Mississippi River and in all provinces of 
Canada. In addition, it carries out extensive national mailing pro¬ 
grams in both countries. 

Collegiate Advertising also has offices in Oakland and Sherman 
Oaks, California; in St. Louis, Missouri; and in Tbronto, Ontario. 
Tb. serve its large geographic territory, it maintains inventories in 
leased warehouses located in fourteen cities throughout the middle 
and western states. The former owners of Collegiate, Donald A. 
Fergusson and Robert A. Fergusson, have assumed important opera¬ 
tional responsibilities as principals of nsmc. Their interest also 
extends to related fields of activity that are giving exciting new 
dimensions to the National Student Marketing Corporation. 

The company widened its operational base in the eastern area of 
the United States by the acquisition in January of New England 
Subscription Service, Inc. New England Subscription’s operations 
are directed to some 600 colleges in the New England and Midwest 
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regional areas. This affiliate operates a full-time field program with [• •*'" 

a group of employees who cover the various campuses with a fleet L - • 
of company-owned delivery vans. This force carries out distribution t *i 
responsibilities for the various advertising programs for which nsmc 
has contracted. 


Leading List Company Added g fsjfiCj SL 

Since direct mail is one of the principal activities of the company, 

National Student Marketing Corporation was greatly strengthened 

when Shaffer Enterprises, Inc., the largest mail list company in whmB KrrM ‘\ Ki 

the United States, became a part of the organization in July. All the 

employees and facilities of Shaffer continue to operate within the ■galjljjlH 

nsmc organization. Shaffer’s business has been a growing one, in- J?’ ’AlS;* 

creasing by about 30 per cent during the past two years, with current 

The Shaffer company is particularly oriented to the youth market. B^CjjjEjgJpPPiSSiO<0 r 

It compiles the names and addresses of more than 3,000,000 voca- 
tional and high school students annually, which are sold to many 

companies for use in direct mail solicitation. Another highly com-- y*J ? 

patible feature of Shaffer Enterprises is the fact that, like National ST" 1 

Student Marketing Corporation, all of its operations are highly '*/ 

computerized. In this connection, the Shaffer company has an- L.29. K~~ JRmKKKKL 
nounced plans to replace its current IBM 360 Model 20 with the Advertising Posters often carry coupon pads. Here 
newer Model 30 , and has ordered a new IBM 1228 Optical Scanner. vertit > •' udent take, order for personality wall d 
Acquisition of Shaffer s facilities has given the company leadership 
in the field of direct mail service to the expanding high school market. 


Important Developments in Recruitment Field 

Connected with the college market but with far-reaching impli¬ 
cations is Compujob, Inc., acquired in August of 1968.This company 
specializes in the recruitment for industry of employees from col- 


Computer printouts of names being examined by Glen 
Shaffer are typist of NSMC* highly automated opera 
tions. 
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Tanfield C. Miller and Edward M. Swan, Jr., of Compujob 
discuss computerized information through which large 
national companies are helped in recruiting activities. 


Modern manufacturing facilities of International Record 
Corporation. Ltd., in Vancouver. British Columbia, give 
NSMC its own source to supply youthful demand for 
records. 


leges and graduate schools, and has become one of the most active 
units of National Student Marketing Corporation. 

Compujob helps its client companies by making their recruiting 
efforts as efficient as possible, as well as assisting graduating students 
to find those employers who are offering positions best suited to the 
students’ educational background and employment preferences 
Detailed questionnaires are filled out by students and fed into a 
computer where the information, which constitutes a comprehensive 
resume, is instantly available to companies subscribing to the service. 

Compujob expects to reach half of the degree candidates who will 
enter the labor market next spring, and has already signed contracts 
with more than forty leading companies in the United States and 
Canada. Among them are Continental Oil Company, J. C. Penney, 
Allied Chemical Corporation, and a number of large insurance 
companies. 

Enhancing Compujob’s ability to serve the employee-employer 
market is another 1968 acquisition, National Manpower Recister, 
Inc., which took place in September. This company maintains a na¬ 
tionwide data bank of some 15,000 engineers and scientists who are 
seeking new positions. Detailed information on their training, expe¬ 
rience, geographical preferences, and job goals is computerized and 
made available for a fee to personnel agencies throughout the United 
States. In addition, National Manpower Register has developed 
computer-based internal personnel selection systems by which em¬ 
ployers can more effectively administer their employee evaluation 
and promotion programs. 

The National Manpower Register operations were merged into 
those of Compujob, giving the enlarged unit added competence in 


\ 


I 









E 43 

Government'e Exhibit 5 

the use of computers to place college seniors, graduate students, and 
technical specialists in the employment field. 

Other Developments in the Youth Market 

The acquisition of Institutional Directories, Inc., of Lubbock, 

Texas, will add another dimension to the company’s capabilities. In¬ 
stitutional Directories specializes in publishing telephone directories 
under contracts with many of the major colleges and universities. 

This medium also provides income from both local and national ad¬ 
vertising. 

Phonograph records are closely identified with the interests of 
young consumers. International Record Corporation Ltd., was 
formed, therefore, as a subsidiary of nsmc in May, 1968, and opened 
new facilities in early October in Vancouver, British Columbia. The 
company is the only one to manufacture records in western Canada, 
and its modem, 5,000-square-foot plant contains four new record 
presses. These presses now have the capacity to produce 2,000,000 
long-playing and 45 r.p.m. records annually. There is also a complete 
tape-to-disk computerized mastering system and matrixing facility 
which, in combination with the highly automated manufacturing 
process, make International Record one of the most up-to-date 
sources of records for worldwide distribution. 

In October, 1968, nsmc acquired Lewis Brothers Ceramics, 

Inc., a manufacturer of custom-decorated ceramics and glassware 
designed especially for the college customer. Founded in 1946, Lewis National Student Store at University of Oklahoma it firtt 
Brothers distributes its products to more than 1,200 schools and °l serve campus needs. 

colleges throughout the United States and Canada. 

In addition to these many campus outlets, the plaques, ashtrays, 
mugs, and glassware of Lewis Brothers will be increasingly distrib¬ 
uted directly through National Student Marketing Corporation’s 
own facilities. The first National Student Store was opened at the 
end of September in Norman, Oklahoma, at the campus of the Uni¬ 
versity of Oklahoma. The store is run in conjunction with Retail 
Store Management, Inc., of Boston, and is the first in a chain of 
retail discount stores located on or near college campuses. The 
second has been leased in the new student union building at the 
University of British Columbia in Vancouver. 

These stores are laid out so as to appeal to college men and women. 

They carry a complete line of health and beauty aids, films and cam¬ 
eras, records, magazines, and paperback books. As their numbers 
expand, they will provide significant outlets for the products and 
services of nsmc and its client companies in the United States and 
Canada. 

As the 1968 fiscal year ended, agreement in principle had been 
reached to acquire an option to buy Multi View Systems, Inc., the 
owner of the cable TV franchise for Lodi, California. The Lodi sys¬ 
tem is currently under construction and has begun to serve its first 
customers. In addition, nsmc has an interest in Multi View Sys¬ 
tems of Woodland, Inc., which holds the franchise for the cable 
TV system of Woodland, California. Both franchises were awarded 



Mugs bearing college crests are one of many items pro¬ 
duced by Lewis Brothers Ceramics for student customers. 



in competition with major cable TV companies. Expansion into this 
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Some of the fifty-thousand "thank you" letters from high 
school girls in response to COLLAGE are assembled by head 
of Direct Mail Advertising Service, Bernard Ganis. 



important field of television has many implications for marketing to 
youth, especially in connection with educational programming, and 
puts the company in position to develop the use of electronic media. 

Development of NSMC Programs, Services, and Products in 1968 

The structure created by the company’s year of expansion and 
acquisition has greatly increased National Student Marketing Cor¬ 
poration’s ability to offer a wide range of programs and services to 
client companies. The program area falls into two principal cate¬ 
gories, the first being those under which nsmc markets a company’s 
products and services in return for a commission based on gross sales 
volume. The second program involves direct marketing to students 
or performing services such as marketing research, sampling, mail¬ 
ing, or conducting student consumer panel evaluations for a fixed 
fee. nsmc also sells products and services directly to students on its 
own behalf. These include poster programs, fraternity and sorority 
promotions, and the sale of merchandise through National Student 
Stores. 

During the 1968 fiscal year, activities under these various headings 
grew rapidly. Among significant developments were the following: 


Air Travel Cards. Student half-fare air travel cards are sold through 
direct mail, on-campus distribution, on-campus poster programs, and 
student newspaper inserts. A portion of the purchase price of each 
card is retained by nsmc, which also mails the cards as part of its 
fulfillment activities. 


Sale of Magazine Subscriptions. National Student Marketing Cor¬ 
poration, in conjunction with a leading international magazine 
agency, represents directly or indirectly thirty-six publishers offer¬ 
ing fifty magazines. During the fiscal year reported here, 210,000 
subscriptions were sold, as compared with 54,000 in 1967. 

Direct Mail. The Mail Advertising Division of nsmc launched its first 
cooperative direct mail program in the fall of 1968 for high school 
and college girls. Called Collace, it was mailed to 1,500,000 high 
school and 1,250,000 college girls by name from lists developed by 
Shsffei Enterprises, a wholly owned nsmc subsidiary. 


8 
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The contents of Collace consist of advertising brochures pre- 
;nted in the form of special product offers, samples, and product 
(formation. The first edition included advertisers such as E. I. du 
ont, Purex Corporation (Campana Division), Emko, American 
irlines, Records Unlimited, and others, who offered a combined 
ital of more than 30,000,000 brochures. 

Based upon the success of Collace, nsmc has initiated a continu- 
ig program for publication each spring and fall. Moreover, in the 
aring of 1969, Bonanza will be introduced for high school and col- 
;ge males. Bonanza will have an initial mailing to 1,000,000 high 
:hool and 1,250,000 college male students by name. All indications 
re that Bonanza will carry advertising messages from well-known 
ompanies in the fields of automobile manufacturing, toiletry and 
rooming, fashion, education, and travel. 



More than 64,700,000 piece s of marketing information 
were distributed by hand for clients in 1968. 


lecord Clubs. Memberships in record clubs are a popular student 
urchase and are sold by nsmc on a commission basis. The company 
epresents two of the largest clubs and during fiscal 1968 increased 
is sale of memberships in them by 130 per cent over sales for 1967. 


fulfillment Mailing. This activity consists of answering direct mail 
equests and is growing at such a rate that, during the 1968-1969 
ichool year, nsmc will mail an estimated 1,200,000 fulfillment items. 
These include American Airlines Youth Fare Cards, National Em- 
iloyment Services Institute Summer Employment Guides, computer 
lating “matches,” giant-size wall posters, “blow ups,” and so forth. 
Jnlike mass mailings, the nsmc Fulfillment Mailing Program repre- 
lents contact with young men and women who have already demon¬ 
strated their willingness to buy. The potential response to an offering 
)f a new product, service, or premium is, therefore, much greater than 
t would be in any other nailing program available. 


poster Advertising. The principal form of this activity is the posting 
lay nsmc on-campus Marketing Representat ves of 20,000, 11' x 14', 
|4-color posters for individual clients. These are placed on 1,837 col- 
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Interviews by campus Marketing Representatives are 
essential to research activities conducted at more than 
S'K) colleges and universities. 



lege campuses in forty-eight states and throughout Canada. The 
standard four-week program provides effective coverage of about 
6,000,000 college students, or about 95 per cent of the total college 
enrollment. 

Tb advertisers, this vehicle continued to prove* itself as a highly 
effective yet inexpensive message and response medium. An adver¬ 
tiser may offer premiums by attaching 50-100 padded coupons to 
each poster. 

Companies such as Warner-Lambert (Listerine), Bristol-Myers 
(No-Doz), and Colgate-Palmolive are using the poster program. 

Sampling. National Student Marketing Corporation is the only orga¬ 
nization in the field of marketing that is capable of sampling by hand 
on a national basis and providing the names and addresses of all recip¬ 
ients for verification. Such sampling is done on a door-to-door direct 
hand-out basis. This unique service offers an advertiser virtual elim¬ 
ination of duplication; no limit on sample size or weight (when the 
sample weighs more than an ounce, this method costs less than direct 
mail); verification of the sample with the recipient’s name and ad¬ 
dress, which is also usable for follow-up research; and the endorse 
ment and personalized service of the recipient’s fellow students. 

Ttoo kinds of hand-sampling programs are available. In the first, 
distribution to client specifications on 800 college campuses is made 
on a basis which limits one sample per room, or per occupant. Distri¬ 
bution is made by hand by the company’s campus Marketing 
Representatives in dormitories, fraternities, university cooperatives, 
apartment complexes, and elsewhere, according to the percentage of 
students in each type of living unit. In the second program, distribu¬ 
tion is made on a mass basis from a desk or display counter. Sam¬ 
pling takes place in dormitories, student union buildings, and other 
activity centers, nsmc can sample approximately 3,600,000 students 
with its sampling methods. 



Marketing strategy for clients is planned by NSMC execu 
tire team. 
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direct Distribution by Hand. Hand distribution of coupons, flyers, 
rochures, circulars, and other advertising or promotional pieces is 
(Tered on 800 campuses. The items are personally distributed in liv- 
ig units, cafeterias, classroom buildings, activity centers, at athletic 
vents, and similar activities. Time, Inc., American Airlines, Eastern 
irlines, Record Club of America, and other clients are using this 
larketing vehicle. 

In fiscal 1968, 64,700,000 individual items were directly distrib- 
ted for clients by this method, as compared with 29,900,000 items 
11967. 

lewspaper Insertions, nsmc enlarged its program of inserting 4-color 
dvertising . terials of clients into high school newspapers and col- 
;ge newspapt ;. Students enrolled in the high schools participating 
i this progra generally represent well-to-do, college-educated 
amilies and, as a result, offer significant present and future sales 
otential to imaginative advertisers. Direct mail and insertions in 
iigh school newspapers are the only two efficient, personalized 
aedia available at the present time that reach this market effectively. 

Research. Advertising response, product attitude, and other types of 
>asic research conducted on a limited basis were offered during 1968 
m 325 college campuses. With a potential sample of 3,500,000 re¬ 
spondents, nsmc representatives administered 21,500 questionnaires 
iccording to client specification. 

Calendar Desk Pad. This advertising vehicle continued to grow dur¬ 
ing 1968. The desk-top writing pad is printed in two colors, with 
advertising on both sides, and is published twice yearly. It contains 
a local campus calendar, a campus phone directory, and a semes¬ 
ter calendar showing campus athletic, academic, and activity dates. 

A feature of the Calendar Desk Pad enables students to ask for addi¬ 
tional information about offers as well as to order pr jets and serv¬ 
ices directly by using perforated business reply cards attached to the 
pad. The pads were published at 118 of the largest colleges through¬ 
out the United States and Canada in 1968 and had a circulation of 
600,000. Major advertisers in 1968 included KLM Airlines, Volks¬ 
wagen, Car-Tours Europe, Canadian Pacific Airlines, and Evelyn 
Wood Reading Dynamics. 

Book covers, like the Calendar Desk Pads, are localized to each 
campus and are given free to students. They were distributed on 35 
campuses in 1968 and received outstanding pass-along exposure as 
the student “toured” the campus. 



Experts in reaching high ichool itudentt are (I. to r.) 
Robert Rasmusson, Ronald Bishop, and Glenn Zins- 
meyer, all members of Educational Marketing Services. 


Educational Marketing Services. EMS was organized during 1968 to 
supplement the motivational and educational tools available to high 
school marketing students in the areas of merchandising, marketing, 
and management. EMS works in conjunction with DEC A, the Dis¬ 
tributive Educational Clubs of America, which are the marketing 
clubs operating in high schools. 

In its first year of activity, EMS supplemented the education of 
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Students buy the Summer Employment Guide for help in 
finding work in industry, in recreational activities, or 
abroad. 


30,000 Distributive Education students in 500 high schools in fifteen 
states. It reached more than a half-million high school students with 
its special marketing projects and client promotions. 

Creative Arts Program. This activity, which nsmc exclusively repre¬ 
sents as a direct agent, was established in May, 1968, and immediately 
became active in sponsoring on-campus entertainment at various 
colleges and universities. A large portion of the student dollar is 
spent on entertainment, auguring well for the continuing success of 
these shows which feature top entertainment and professional man¬ 
agement. 

Creative Arts has booked college engagements for Harry Bela- 
fonte; Bill Cosby; Aretha Franklin; Sergio Mendes; Peter, Paul and 
Mary; Lou Rawls; The Rascals; The Fifth-Dimension; and John 
Kenneth Galbraith. Those performances which have taken place 
have been enthusiastically received by college audiences. 

Consumer Panels. With students as participants, fo- r consumer 
panels were set up in 1968 to give a representative sampling of stu¬ 
dents’ opinions regarding new products and ideas. These panels 
provided valuable insight and understanding in selecting the best 
products and proper methods for reaching the students. Although 
their services were used by a limited number of clients during the 
fiscal year, it is anticipated that usage will increase significantly in 
the coming year. 


College Film Services. In addition to live entertainment, nsmc, 
through its College Film activity, will sponsor commercial college 
film programs consisting of classic domestic and foreign movies as 
well as movies produced by leading American industrial companies. 
The latter will be shown at no charge to students. 


Transplex—Mobile Marketing. This activity was also set up during 
the year to offer a new medium to advertisers, manufacturers, and 
institutions. 

TVansplex Mobile Units operate nationally, regionally, or locally. 
They are specially designed to stimulate interest in existing products, 
services, and ideas and to introduce new ones in new ways. 

TVansplex serves not only the youth market but plans also call for 
it to operate in shopping centers, at conventions, trade shows, and 
other suitable high-traffic locations throughout the United States 
and Canada. At these places, units can deliver samples, coupons, and 
brochures to selected audiences while delivering an impressive audio¬ 
visual message. 

nsmc has the same exclusive relationship to College Film Services 
and TVansplex as it does to the Creative Arts Program. 

Summer Employment Guide. This product was the first to be offered 
by nsmc, and its sales increased substantially in fiscal 1968, the 
seventh year of publication. The several editions of the Guide are 
concerned with summer employment opportunities for college stu- 
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ents in business and recreation in the United States as well as in 
preign countries. 

Doubleday & Co. published and sold one edition of the Guide, in 
ddition to those which nsmc markets itself. In 1968, a total of 
2,000 copies were sold through these combined efforts, as compared 
ith 67,000 copies in 1967. 

ersonality and “Blow-Up” Wall Posters. The sales of these prod- 
cts resulted in one of the most successful activities of the 1968 
seal year. A total of 104,500 were purchased by students through 
ut the United States and Canada. 

)ther Operations. The year saw a continued gain in sales of Oper- 
tion Match, a computer dating service that is very popular with ed¬ 
ge students. A new activity, the sale of insurance to students and 
heir parents, was begun, and early results indicate a high market 
otential. Expansion took place in the activity of the College Admis- 
ons Research Service Center, which specializes in student recruit- 
lent for higher and post-secondary educational institutions, nsmc 
as also appointed as sales and marketing agent for the National 
pollege Queen Pageant, a nation-wide campus activity with high 
ublic interest. 


Corporate Developments. As the company’s external growth pro- 
eeded, it was matched in fiscal 1968 by the increasing use of modem 
usiness methods within National Student Marketing Corporation, 
omprehensive accounting policies and procedures, cost and billing 
[ontrol systems, employee relations programs, and other measures 
ere expanded and improved. Many of these resulting advances were 
ade possible by computerized techniques and equipment, which 
hus helped deliver better service within the company as well as to 
many clients. 


One key to NSMC’s progre mb is the comprehensive use of 
modern computer systems throughout the company’s 
operations. 
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National Student Marketing Corporation and Subsidiaries 

Consolidated Balance Sheet 

August 31,1968, with comparative figures for 1967 ( note 1) 


Assets 

Current assets: 

Cash . . 

Receivables: 

lYade (note 5) . 

Current installment of long-term note receivable 
Unbilled receivables and accrued costs and estimated earnings on 
contracts in progress (note 3) 

Other . 

Less allowance for doubt ful receivables . 

Net receivables . 

Inventories, at lower of cost (first in, first out) or market 
Unamortized cost of prepared sales programs and 

promotional items (note 4a) . 

Unamortized list acquisition costs (note 4b) 

Prepaid expenses . 

Total current assets . 

Note receivable due from officer 

6% note receivable, less current portion . 

Investment in nonconsolidated subsidiary (note 1) 

Equipment, furniture *.nd fixtures and leasehold improvements, 
at cost (note 5): 

Machinery and equipment . 

Automotive equipment .. 

Furniture and fixtures 
Leasehold improvements 

Less accumulated depreciation and amortization (note 8) 

Net equipment, furniture and fixtures and leasehold improvements 

Other assets: 

Unamortized list acquisition costs (note 4b) 

Trademark . 

Miscellaneous. . 

Total other assets . 


1968 

1967 

$ 182,554 

112,768 

759,775 

255,890 

22,003 

- 

1,763,992 

28,092 

70,970 

63,786 

2,616,740 

347,768 

15,224 

7,602 

2,601,516 

340,166 

97,100 

47,484 

486,651 

287,495 

198,819 

126,943 

45,123 

17,395 

3,611,763 

932,251 

13,775 

13,775 

88,011 

45,552 

11,960 

— 

141,644 

112,355 

80,822 

67,226 

132,699 

43,879 

13,295 

3,007 

368,460 

226,467 

114,894 

72,984 

253,566 

153,483 

117,496 

98,457 

210,960 

— 

22,238 

1,981 

350,694 

100,438 

$4,329,769 

1,245,499 


See accompanying notes to consolidated financial statements 
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' r ' •; elders’ Equity 
urrent liabilities: 

Notes payable (note 5): 

Bank . . 

Other . 

Total notes payable . 

Current installments of long-term debt (note 5) .... 
Accrued costs on cor tracts in progress 

Accounts payable . 

Accrued expenses . 

Unearned income . 

Federal and Canadian income taxes 
Deferred Federal income taxes (note 4) 

Tbtal current liabilities 

deferred Federal income taxes (note 4) 

ong-term debt, less current portion (note 5) 

tockholders’ equity (notes 2 , 6,7,9, and 10): 
Common stock, par value $.05 per share. Authorized 
1,500,000 shares; issued 949,042 shares 

Additional paid-in capital .. 

Retained earnings . 

Less cost of 65,167 shares in treasury 
Net stockholders’ equity 


1968 

1967 

i 155,600 

118,900 

38,000 

54,705 

193,600 

173,605 

19,889 

16,012 

1,068,303 

— 

392,464 

356,521 

58,472 

27,439 

73,462 

120,677 

81,599 

47,448 

312,639 

85,000 

2,200,428 

826,702 

55,000 

43,000 

39,980 

38,053 


47,452 

39,683 

1,501,421 

182,416 

503,571 

115,645 

2,052,444 

337,744 

18,083 

— 

2,034,361 

337,744 


ommitments (note 9) 


$4,329,769 1,245,499 
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Consolidated Statement of Earnings 

Year ended August 31,1968, with comparative figures for 1967 (note 1) 

Gross volume of services and products (note 1) 

Net sales: 

Services 

Sales of products 
Cost of sales: 

Services . 

Sales of products 

Gross profit 

Selling, general and administrative expenses 
Operating profit 

Interest and other deductions, net 

Earnings before income taxes and extraordinary item 

Provision for taxes on income: 

Federal and state—currently payable 
Federal and state—deferred 

Canadian—currently payable . 

Net earnings before extraordinary item 

Extraordinary item—Federal income tax reduction from carryforward 
of prior years’ operating loss 
Net earnings 

Per share of common stock (note 7): 

Net earnings before extraordinary item 
Extraordinary item 

Net earnings . 

See accompanying notes to consolidated financial statements. 


Consolidated Statement of Retained Earnings 

Year ended August31, 1968, with comparative figures for 1967 (note 1) 

Balance at beginning of year, as previously reported 
Retroactive adjustment in connection with stock split 
Retroactive adjustment in connection with poolings of interests 
Retained earnings arising from acquisitions recorded as poolings of interests 

Balance at beginning of year, as restated . 

Add—net earnings for the year . 

Deduct: 

Dividend . 

Dividends paid by pooled company prior to date of pooling 
Transfer to common stock in connection with stock split (note 7) 

Transfer to common stock in connection with poolings of interests (note 2) 


1968 

1967 

$5,579,169 

3,062,316 

3,472,724 

1,016,375 

1,516,722 

1,370,125 

4,989,446 • 

2,386,500 

2,183,051 

595,253 

550,996 

527,108 

2,734,047 

1,122,361 

2,255,399 

1,264,139 

1,547,867 

957,826 

707,532 

306,313 

8,416 

15,017 

699,116 

291,296 

58,396 

83,100 

241,769 

41,00C 

21,620 

5,58C 

321,785 

129,680 

377,331 

161,616 

. 10,700 

7,000 

$ 388,031 

168,616 

0.50 

0.24 

0.01 

0.01 

$ 0.51 

0.25 

1P68 

1967 

$ 55,944 

(9,154) 

(24,600) 

— 

( 6,496) 

— 

90,797 

7,279 

115,645 

(1,875) 

388,031 

168,616 

503,676 

166,741 

_ 

20,000 

105 

— 

— 

24,600 

— 

6,496 

105 

51,096 

$503,571 

115,645 



Balance at end of year 

See accompanying notes to consolidated financial statements. 
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National Student Marketing Corporation and Subsidiaries 

Consolidated Statement of Additional Paid-in Capital 


Year ended August 31,1968, with comparative figuret for 1967 (note 1) 

■» f J 0 1967 

Balance at beginning of year, as previously reported . $ 1,750 750 

Retroactive transfer to common stock in connection with stock split (note 7). (1,750) — 

Additional paid-in capital arising from acquisitions recorded as 

poolings of interests (note 2). 182,416 _— 

Balance at beginning of year, as restated. 182,416 750 

Add: 

Excess of par value of common stock of companies acquired over the 

par value of common stock issued therefor (note 2). 1 182,416 

Transfer from common stock in connection with pooling of subsidiary. — 1,000 

Excess of net proceeds from sale of common stock over par value thereof 1,182,600 - 

Excess of market value over par value of common stock issued to 

acquire trademark. 210,780 — 

Excess of market value over par value of common stock issued to employees 23,136 — 

Donation of common stock by stockholder (note 7) 3,933 — 

1,602,866 184,166 

Deduct: 

TVansfer to common stock in connection with stock split (note 7) . — 1,750 

Expenses in connection with mergers 101,145 — 

101,445 1,750 

Balance at end of year $1,501,421 182,416 


See accompanying note., to consolidated financial statements. 


Notes to Consolidated Financial Statements 

August 31,1968 


(1) Basis ot Presentation 

The financial lUtemenU include the accounU of the 
company and all aubaidiariea. All material intercom* 
pany account* and transactions have been elimi¬ 
nated The accounU of the company's Canadian sub¬ 
sidiary. Collegiate Advertising Ltd., have been 
converted at appropriate U.S. dollar equivalenU. 
Collegiate formed a subsidiary in May, 1968. which 
was not yet operative as of August II, 1968. The 
investment therein is carried at coat in the accom¬ 
panying financial statemenU. 

Besides marketing produeU and service* for other 
corporation, the company markeU iU own prod- 
ucU and service*. Along with revenue* from iU 
proprietary items, the company receives commis¬ 
sions and fee* for services rendered to these clienU. 
The “gross volume of services and produeU" in¬ 
cludes revenues from the company** produeU and 
service* a* well as the gross sale* value of produeU 
and service* sold for iu clienU. 

The figures for 1967 shown in the accompanying 
consolidated financial statemenU include retroactive 
adjustments for acquisitions treated as poolings of 
interests described in note 2, and are shown for 
comparative purpose* only. 

(2) Businesses Acquired 

The following businesses were acquired during the 
year ended August 81, 1968: 

(a) Compujob. Inc., was acquired on August 22. 


1968, by issuance of 2.000 shares of the com¬ 
pany’s stock in exchange for all the outstanding 
stock of Compujob, Inc. Additional shares of 
the company's common stock will be Issued to 
the former stockholders of Compujob, Inc., for 
five consecutive fiscal years commencing with 
the fiscal year ending August 81, 1969, deter¬ 
mined annually by dividing 26 per cent of the 
net earnings before taxes of Compujob, Inc., by 
the average market priee of the company's 
common stock during the preceding month of 
February. 

(h) On January 22, 1968, the company acquired Col¬ 
legiate Advertising Ltd., by the issuance of 
180.000 shares of common stock in exchange for 
all the outstanding stock of Collegiate. 

<c) New England SubecripUon Service, Inc., was 
acquired on January 9. 1968, by the issuance of 
6,667 shares of the company’s common stock in 
exchange for all outstanding shares of the ac¬ 
quired company. 

(d) The company issued 60,000 shares of Its com¬ 
mon stock on July 26. 1968, in exchange for all 
the outstanding stock of Shaffer Enterprises. 
Inc. 

Subsequent to August 81, 1968. the following busi¬ 
nesses were acquired (in addition to the purchases 
described in notes 9 and 10): 

(e) On October 9, 1968. the company issued 16,000 
shares of common stock in exchange for all the 


outstanding stock of Lewis Brothers Ceramics, 
Inc., and subsidiaries. Additional shares of the 
company's common stock are to be issued in 
1969 and 1970 to the former stockholders of 
Lewis Brothers to the extent of 10 per cent of 
the net earnings of the acquired company in 
exeeas of 888.000 for each year. The value of the 
sharea to he issued for the purpose of this calcu¬ 
lation will he baaed on the average closing bid 
price of the company's common stock for eighty 
trading days ending November 16 of each year, 

(f) The company issued 10.000 shares of common 
stock on November 18. 1968, in exchange for all 
the outstanding stock of Institutional Direc¬ 
tories, Inc. 

All the acquisitions described above were treated as 
poolings of interests and appropriate retroactive 
effect has been given in the accompanying consoli¬ 
dated financial statements. The inclusion on a retro¬ 
active basis 'n the consolidated statement of earn¬ 
ing* for the year 1968 of the companies acquired 
subsequent to August 81, 1968, resulted in additional 
net earnings of 8T6.081. 

(3) Contract* In Programs 

During the year 1968 the company's volume of busi¬ 
ness on fixed fee type arrangement* increased sub¬ 
stantially. This business involves employees of the 
company developing over-all marketing and/or ad¬ 
vertising prograam for clients and/or proapective 
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client*. The major portion of th* work done by th* 
company involves determination of the client's re¬ 
quirement* and proposal by the company of an over¬ 
all program. The eventual implementation of the 
agreed-upon program it carried out by rep- Tenta¬ 
tive* and third parties, generally on a Axed commis¬ 
sion or charge per piece basis. Owing to the nature 
of this activity, management believe* that income is 
best matched against costs directly connected with 
the production of this income by recording the esti¬ 
mated gross profit based on the percentage of time 
incurred to the total estimated time to be incurred 
by the employees in development of the over-all pro¬ 
gram for :ie client. Accordingly, all such programs 
for which a client commitment was considered to 
exist as of August 31, 1968, have been accounted for 
on this basis. Costs related to development of pro¬ 
grams for which no client commitment existed as of 
August 81, 1968, have been charged to expenses. 

(4) Deferred Code 

Due to the nature of its business the company has 
adopted the following policies relating to deferred 
coat*. 

(a) Unamortited coat of prepared sale* programs: 
The company's business is seasonal and coin¬ 
cides with the school year. Expenditures are 
incurred for printing, layout, and mailing 
preparatory to the commencement of various 
sale* programs, most of which commence in the 
fall of the year and carry over to the spring. 

The company follows the practice of defer¬ 
ring these costs and amortiting them over the 
periods in which applicable income is derived. 
The amortisation periods commence with th* 
various sales campaigns and costs are written 
off over the lives of the programs or a maxi¬ 
mum of twelve months, whichever period is lees, 
(h) Unamortised list acquisition coeta: 

The company's name list acquisition costa are 
deferred at the time of acquisition and amor¬ 
tised over a period of approximately thirty 
montha beginning in the year of acquisition. 
That portion of unamortised list acquisition 
costa at August 31, 1968, which will be amor¬ 
tised during the succeeding year has been classi¬ 
fied as a current asset. 

For income-tax purposes the company deducts the 
above described coeta aa incurred and accounts for 
the applicable deferred taxes in its accounts and 
financial statements. 

(5) Not** Payable and Long-Tarm Debt 


Notes payable and long-term debt at August 81, 
1968, aggregating 8238,469, are summarised as 


follows: 

Due 

Dae 


within 

after 


one 

one 

7<£ unsecured note; payable to 

year 

year 

bank, due November 16. 1968 
Notes payable to bank, secured by 
trade accounts receivable in 

$116,000 


amount of $6,000 

Installment notes, secured by auto¬ 
motive equipment, payable in 
monthly installments to Septem¬ 

4,600 


ber. 1970 

?<7r note payable to bank, secured 
by the master list of names of 
Shaffer Enterprises. Inc., pay¬ 
able $8,000 per month to March, 

6,468 

4,147 

1970 

?<7r note payable to bank, secured 
by machinery and equipment, 
payable in monthly installments 

86,000 

21,000 

to July 81. 1970 

7 r r note payable to bank, secured 
by machinery and equipment, 
payable i*. monthly installments 

10,140 

9,824 

to February 26, 1971 

Conditional sales contract payable 
in monthly installments to June. 

1,944 

8,077 

1973 

12rc unsecured notes payable on 

1,862 

2,482 

demand 

7«< unsecured note payable on 

23,000 


demand 

16,000 

— 

(6) Slock Options 

$218,489 

89.980 

Under the terms of a qualified stock option 

plan. 


100,000 shares of common stock have been reserved 
for issuance to employees. The options, granted at 


fair market value on date of grant, expire five year* 
from th* date of issuance »ind may not be exercised 
prior to two years from such date. Options dated 
from February 29. 1968, to August 22, 1968, have 
been granted to employees to purchase 79,176 shares 
of common stock at prices ranging from |6 per 
share to $60 per share. 

In connection with the acquisition of New England 
Subscription Service. Ine., the company granted op¬ 
tions to purchase 6,000 shares of common stock at 
$6 per share. The options are exercisable at any 
time and expire January 1, 1972. 

Three separate agreements have been entered Into 
by the company with five sales representatives where¬ 
by options will be granted to purchase a maximum 
of 12,999 shares of common stock at prices ranging 
from 81 to market price at date of Issuance. Th* 
amount of options to be granted will be based on the 
sales level attained by the five sales representatives 
for the fiscal years ending December 81, 1968, March 
81, 1969, and June SO. 1969 and 1970. 

(7) Common Slock, Earnings per Share, and 
Retained Earnings 

The company is committed to issue common stock 
in connection with business acquisitions, stock op¬ 
tion plans, and other agreements as described in 
notes 2 and 6. 

In April, 1968, th* company registered 200,000 
shares of its common stock with the Securities and 
Exchange Commission. In connection with the reg¬ 
istration, effective January 2, 1968, th* authorised 
capital stock was increased to 1,600,000 sharea of 
common stock and th* ten share* of $100 par value 
common stock outstanding was split into 647,000 
share* of $.06 par value common stock. Concurrently 
therewith, $24,600 was transferred from retained 
earnings and $1,760 was transferred from addi¬ 
tional paid-in capital to capital stock. Subsequent 
thereto, a stockholder donated 78,667 shares of com¬ 
mon stock to the company which was accounted for 
as donated treasury shares at par value ($8,988). 
Retroactive treatment to August 81, 1967, was given 
to the stock split in the accompanying consolidated 
financial statements. 

Earnings per share of common stock shown In the 
consolidated statement of earnings have been com¬ 
puted on the basis of the average number of shares 
outstanding for 1968 and 1967, which amounted to 
764,000 and 704,000 sharea, respectively, after giv¬ 
ing effect to the 64,700 for 1 stock split. For such 
purpose, the 6,000 shares Issuable under an option 
outstanding In connection with th* acquisition of 
New Enr land Subscription Service, Ine. (see note $) 
were considered outstanding for th* entire year. 
Assuming exercise of th* options granted under - 
th* qualified stock option plan (note 6) no material 
effect would result in the calculation of earnings 
per share. 

In accordance with the laws of the District of 
Columbia, approximately $862,000 of retained earn¬ 
ings arising from acquisitions recorded as poolings 
of interests are restricted as to payment of dividends. 


(8) Depreciation and Amortization 

Depreciation and amortisation expense of $67,836 
and $29,417 for 1968 and 1967 respectively are in¬ 
cluded in the cost of sales and selling, general and 
administrative expenses. Depreciation and amor¬ 
tisation have been computed by th* straight line and 
accelerated methods over th* following estimated 
useful lives: 

Machinery and equipment 8-10 years 

Automotive equipment 8-6 years 

Furniture and fixtures 8-10 years 

Leasehold improvements 6 years 


(9) Commitments 

The activities of the company are conducted in leased 
facilities. The major leases expire in 1970, 1971, 
1978, and 1976, requiring approximate monthly 
rentals of $2,148, $3,000, $6,700, and $2,600, re¬ 
spectively. 

In January, 1968, the company entered into an 
agreement with a retail store management firm for 
the purpose of operating retail stores to sell various 
products in th* college market. Each store will be 
organised as a corporation in which the company 
will own all of the common stock and the manage¬ 
ment firm will own all of th* preference stock. The 
management firm is entitled to thirty-five per cent 
of th* cumulative net profit after taxes as prefer¬ 
ence stock dividends and an annual management 
fee of $1,000 per store plus three per cent of net 
sales of each store. Th* management contract may be 
canceled with a minimum of one year’s prior notice. 
Th* ownership agreement continues until April 30, 
1976, followed by six consecutive five-year periods 
with th* right of termination with two years' prior 
notice, by either party at April 80, 1976. or th* end 
of each renewal period. The first store. Norman 
Oklahoma Retailer. Inc., was opened during Sep¬ 
tember. 1968, at which time th* company provided 
$26,000 for working capital. 

Abo. on August 16, 1968, th* company entered 
into an agreement to acquire all of the outstanding 
stock of a corporation ir< exchange for 33,000 shares 
of the company's stock. Th* acquisition is contin¬ 
gent upon the net earnings of th* corporation. 


(10) Subsequent Events 

In addition to the acquisitions described in note 2, 
th* company acquired, on September 17, 1968, 76 
per cent of the outstanding capital stock of National 
Manpower Registt Inc., and notes receivable in 
the amount of $70,000. In payment thereof the com¬ 
pany issued two 7 per cent promissory notes in the 
amount of $112,600 each payable September 17, 1969 
and 1970, and 1,260 shares of Its authorized unis¬ 
sued common stock. 

On October 21, 1968, the company sold by private 
placement 16,000 shares of its authorised and un¬ 
issued common stock for $663,060. Capital stock was 
credited for $760 and $662,800 was credited to addi¬ 
tional paid-in capital. 


Opinion of Independent Accountants 

The Board of Directort and Stockholder 
National Student Marketing Corporation: 


Washington. D.C 


We have examined the consolidated balance sheet of National Student Marketing 
Corporation and subsidiaries as of August 31. 1968, and the related statements of 
earnings, retained earnings and additional paid-in capital for the year then ended. 
Our examination was made in accordance with generally accepted auditing stand¬ 
ards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of 
earnings, retained earnings and additional paid-in capital present fairly the con¬ 
solidated financial position of National Student Marketing Corporation and sub- 
Bin aries at August 31, 1968, and th- results of their operations for the year then 
ended, in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year in all material respects. 


November 14. 1968 
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Board ot Directors 

Cortes G. Randell* 

Chairman and Secretary 

Cortes W. Randell* 

President and Treasurer 

Frank G. Dickey, Ph D. 

Executive Director, 

National Commission on Accrediting 

Donald A. Fergusson* 

Executive Vice President 
President, Collegiate Advertising Ltd. 

Robert A. Fergusson 

Vice President 

President, Collegiate Advertising Inc. 

James F Joy* 

W. E. Hutton <6 Co. 

Glen Shaffer 

President, Shaffer Enterprises, Inc. 

• Member of Executive Committee 


Officers 

Cortes W. Randell 

President 

Donald A. Fergusson 

Executive Vice President 

Dennis Kelly 

Vice President. 

Director of Media Services 

Robert A. Fergusson 

Vice President. 

Director of Operations 

Ronald W. Michaels 

Vice President, 

Director of Marketing 

Douglas R. Garriock 

Vice President. 

Director of Canadian Operations 

Douglas Garnett 

Vice President. 

Corporate Planning and Administration 

Bernard Ganis 

Director. Direct Mail Advertising Service 

George DeWitt Goodrich 

Director, Personnel Administration 

Bernard Kurek 

Comptroller 



Executive Offices 

1100 Connecticut Avenue, N.W. 
Washington, D.C. 20036 

Auditors 

Peat, Marwick, Mitchell & Co. 
Washington, D.C. 

Transfer Agent 

Riggs National Bank 
Washington, D.C. 


Principal Offices 
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San Francisco, Sherman Oaks 
Illinois: Chicago 
Massachusetts: Boston, Newton 
Michigan: Detroit 
Missouri: Kansas City, St. Louis 
New York: New York, Yonkers 
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Texas: Lubbock 


The annual meeting oj National Student Marketing Corporation will be held on Monday. 
December 16. 196S. at 10:00 a m.. Eastern Standard Time, at the Washington Hilton, 
1919 Connecticut Avenue, N.W'.. Washington. D.C. 


CANAOA 

British Columbia Vancouver 
Ontario: Toronto 
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MEMO FROM KUREK TO ACCOUNT EXECUTIVES (12/10/68) 



Bernie J. Kurek 

All National Student Marketing Corporation Account Executives 
December 10, 1968 


On December 9, 1968, a meeting was held with Tony Natelli and Joseph 
Scansaroli, both of Peat, Marwick & Mitchell Company, Cortes Randell, 

Don Fergusson, Rob Fergusson, John Buck, John Davies, Alan Mackenzie 
and myself. The purpose of the meeting was to discuss and review the 
uniqueness of National Student Marketing Corporation's accounting, particularly 
in the revenue and contract areas. They also stated that by August 31, 

1969, they wanted all contracts or commitments to be firm enough for 
them to be able to send written confirmations to the clients. They also 
wanted a more complete basis for estimating the percentage of the 
contract time that has been completed. In order to accomplish this the 
following forms have been revised or created. An Account Executive 
Time Log has been initiated so that account executives can maintain a 
log of the time spent on various clients in which they are working on 
contracts and sent to the Controller weekly. We have also revised the 
form that we used on August 31, to get information on a client's program 
so that the estimated costs can be projected and estimated profits predicted. 
This is also to be forwarded to Controller on the date of any commitment. 

It is of upmost importance that these forms be used for the purposes for 
which they have been created in order for National Student Marketing 
Corporation to be able to book revenues in accordance with the policies 
that they were booked on August 31, 1968. 


BJK:dr 
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FS000G91 

NATION\L STUDENT MARXETING CORPORATION 
Account Exec Time Tog 
Prepared by ___ 

Office _ ___ Week ending Saturday _ 

Time in hours 
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ACCOUNT EXECUTIVE ORIGINAL STATUS REPORT TO ACCOUNTING 

Fsoonug? . 19 

Program: _ ■_ __ . ' ••• 

• * i 

Client's Name: __ . • . 

Client's Address: __. . . . . . 


Contracting Officer's Name: 

Title: 

Advertising Agency: 


Description of Program: 



Program to take place_ ; _ 

Period: (month, season, etc.) 

KSMC Gross Revenue $ 


Client's Commitment: 

_ Verbal* _ Program Commitment Letter (attached) 

_ Contract Signed (attached) • • 

♦Contract or Program Commitment Letter_will be signed by __ 

/ • * 

I 

Estimated time to complete sale:_Hours. 

# . 

Signed • _ ■ _ ■ 

*- Amount Executive 

♦FORWARD TO CONTROLLER ON DATE OF COMMITMENT* 


Form A-21 
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NATIONAL STUDENT MARKETING CORPORATION 
Account Executive Monthly Status Report to Accounting 


Program:____ 

Client: _ . _ 

Change in Program Description since last report: 


Change in Time Schedule of Program since last report: 


Change in Estimated Gross Revenue since last report: 


Estimated time by Account Executive to complete Program__Hours 


Date Account Executive 

- . ' / . 

Account Executive will complete the above information on a monthly basis 
on all Clients for which NSMC is currently conducting a Program. . If there has 
been no change since the last report please indicate "no change". This report 
must be received by Accounting no later than the 10th of the month following 
the end of the reporting month. 


Form A-22 
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NATIONAL STUDENT MARKETING CORPORATION 
Production Manager's Monthly Budget Report to Accounting 

Program * ' . 


Client 

Estimated Direct Costs 
Printing 
Art & Layout 
Postage & Shipping 
Distribution . 

Order Processing 
Product Costs 
Travel 
Storage 

Professional Services 
Entertainment . 

Other (Identify) 


Prior Current 

Month Month Variance 



v < 



Explanation of variances reported above. 


- • • > ■ ■ ■■■».. . - 1 — ’»■ 1 ' ** 

Date Production Manager 

The above information will be completed on a monthly basis on all clients for which 
N.S. M. C. is currently conducting a program. If there has been no change from the last 
report please indicate "no change". This report must be received by Accounting no 


later than the tenth of the month following the end of the reporting month. 


Tons A-24 




•4 


l 
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NATIONAL STUDENT MARKETING CORPORATION 
Estimated Costs of Program • 


Program 

Client 


Type of Program 




Direct Costs 

Printing 
Art & Layout 
Postage & Shipping 
Distribution 
Orders Processing 
Product Costs 
Travel 
Storage 

Professional Services 
Entertainment 
Other (Identify) - 

Total 


Costs to be borne by^ 
(Place check mark in 
appropriate column) - 


Amount of 
Bu dget 


NSMC 


Client. 


Information provided by Account Executive 


Date Account Executive 

2. Information provided by Production Manager 


Date Production Manager 

The above information to be provided by the Account Executive will be 
submitted to accounting along with the Account Executive's Original Status 
Report to Accounting. Accounting will then submit form to the production 
manager who will complete form and return to Accounting. 


Fore A-23 
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AGENDA FOR 3/1/69 MEETING BETWEEN KUREK AND RANDELL 




,-0 ) 


Meetings with C. W. Randell 




March 1, 1969 





Government's Exhibit 9 


AGENDA 

Meeting with Cortes, March 1, 1969, 10:30 AM 

1. Approval of material in folder. 

2. Review February 27 Memo - Ordering Airline Tickets. 

3. Review February 27 Memo - Bernie Ganis' Programs. 

4. Review February 2G Memo - New England Travel - Accounting Procedur 

5. Review February 25 Memo - January anaysis of NSMC activity. 

6. Review NSMC cash situation;- 

a. Schedule A1 - Lines of Credit. 

b. Schedule A2 - Summary of receipts and disbursements - 

September 1, 196S thru February 26, 1969. 

c. Schedule A3 - Cash forecast thru August 31, 1969 

7. Schedule B - Questionable accounts receivable. 

S. Schedule C - Schedule of Profits. 

9. Schedule D - Common stock outstanding 

o • 
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B. J. Kurek 

C. W. Randell 
February 27, 1969 


re: Ordering Airline Tlcketa 

Attached are copies of all correspondence incidental to ordering airline 
tickets per our conversation of Saturday, February 15. 


BJK:ja 
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' m.M il ''- 1 

February 17, 1969 


Mr. Ronald Klapat 

World Cultural Travel, Inc. 

1100 Conn. Ave., N.W. Suite 450 
Washington, D.C. 2003G 

Dear Mr. Klapat: 

We have instituted a new policy at National Student Marketing 
Corp. incidental to ordering airline tickets. As a result of it, 
the only person authorized by NSMC to order iron World Cultural 
Travel, Inc. is Mrs. Lacy Shepherd. NSMC will not be responsible 
for orders placed by someone other than her and accepted by World 
Cultural Travel, Inc. 



Respectfully, 




Bernard J. Kurek 

Vice President of Finance 


National Student Marketing Corporation 

• D C. MSS • 7 'tbft+ni • 659-j“ttt 


1100 Oj/.>.iv.'/Y/.V . 11 


v ir. 
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John Buck 
C cor£,e Goodrich 
February 10, 10C-C 


re: Aidin’ Ticket Information 


Would you please sea that the enclosed memo Is circulated in the New York office. 
Pines Marilyn Is. handling the payables and other I: formation that is transmitted 
t j v.s here in Washington, I have token the liberty of designating her ths responsible 
person for handling ticket information. 


Ii Marilyn will obtain the 
pcr.onrel and call l acy, 


information required by the attached form from N-r.v York 
L.a.cy w'U call World Cultural Travel and obtain the tickets. 
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C.W. Eor.dsll 
.Vi./ York L.aff 
February 19, 19C9 


rc: Airline Tickets 


Effective immediately all airplane reservations for which the Company is to be 
billed miri be placed by Marilyn Lawson thru World Cultural Travel. The 
individual request! ig the reservation will be responsible for providing Marilyn 
with the followi: : ii .formation: 


1. Airiir.es 

2 . Tine of flight 

3. Destination 

4. Day leaving 

5. Day returning 


World Cultural Travel h~,3 been notified that NSMC 
reservations placed by anyone other than Marilyn. 


will not be responsible for 




FROM 

TO: 

DATE: 
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C.W. Randell 
Washington Staff 
February 19, 1969 

re: Airline Tickets 

Effective immediately all airplane reservations for which tie Company is to be 
billed must be placed by Lacy Shepard thru World CulturalTravel. The individual 
requesting the reservation will be responsible for providiugLacy with the following 
Information: 

1. Airlines 

2. Time of flight 

3. Destination 

4. Day leaving 

5. Day returning 

World Cultural Travel has been notified that NSMC will notfr le responsible for 
reservations placed by anyone other than Lacy. 


CWR:ja 
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REQUEST FOR AIRLINE TICKET 

\ : ‘ " 

Person requesting reservation: • _ • _ 

■ : • , * •* , 

Airline:_‘_]__ , 

Time of flight:__ 

Destination: __ 

Day leaving: __ 

Day returning:__ 

Trip authorized by:__ 

All above information must be completed when requesting reservations. 
If day returning is unknown, so indicate. 

C ONFIRMATION OF RESERVAT ION 

Reservation confirmed as requested except: 


Date ticket received: _ 

Date ticket delivered to employee: 





‘V 

■i ' 


OL ip 

h - ir~~ 
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Bernard J. Kurek 
Cortes YV. Bacdell 
Febnnary 27, 1969 


re: Bernie Ganis' Programs 


This morning Bernie phoned requesting that we pay I. S. Berlin: 


FOR 

DATE 

AMOUNT 

High school boys mailing 

3-1 

$ 1,800 

High school girls mailing 

3-14 

60,000 

College boys mailing 

3-21 

16,000 

College girlB mailing 

3-26 

50.000 
$127,800 




I learned that the following were participants in the mailing (he is to send complete 
information today indicating whether high school boys or girls, college boys or girls 
and amounts): 


PARTICIPANT 

FIXED FEE 

PI 

1. Campana 

X 


2. Mitchem 

x 


3. Chattem 

' X 


4. Haines 

X 


5. Chevrolet 

X 


6. Readers' Digest 

X 


7. Clairol 


X 

8. American Airlines 


X 

9. Poster Prints 


X 

10. NESI 


X 

11. Lentheric 


X 

12. Records Unlimited 


X 

13. Film Enterprise 

X 


14. AIFS 

C.W. Randell 


15. News Magazines '- J ^ 

• Rob Fergusson 


16. News Magazines 

Rob Fergusson 


17. Franklin Square 


X 

18. Famous Schools 

. 

X 
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MJtMU to: 

C.W. Randell - 2 - 2/27/69 


As the discussiou pursued, I questioned Bernle about contract commitments on 
our books which I wanted to bill in order to obtain our money to cover some of 
the postage etc. At this time I was told that the following were no good: 


Commit- Booked 8-31-68 • SaleBooked 11-30-68 


Client 

ment 

Sales 

Cost Profit 


Cossard 

$56,250 

$53,775 

$28,805 

$24, 

970 

Chicken Delight 

50,625 

50,625 

26,312 

24. 

313 

Chesebrough Ponds 

30,000 

28,031 

16,875 

11. 

166 

Dupont U:.'\ & 

; '70, 000 

64,425 

42,125 

22, 

300 

Faberge 

56,250 

53,775 

28,805 

24, 

970 

Remington 

42,747 





$505,872 

$250,631$142, 922$107, 

709 


Sales Cost Profit 


$29,923 $11,813 $18,110 


$29,923 $11,813 $18,110 


XyJ itt 




V <fr 
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.'ocr.ard J. Kurek 
Cortes YV. Randall 
February 26, 1969 




Arnold Borman has stated that students wishing to travel can register 
with a $100.00 deposit of which $75.00 is refundable up to February 
28. As of March 1, nothing is refundable and the remaining unpaid 
balance Is due. 

For accounting purposes, all expenses and cost''' incurred fcr tho first 
nine months of the year will be deferred and written off in tho last 
quarter when New England Travel has fulfilled its obligation. All 
contracts will be bookslas sales then. 

To for tho first nine months, there will be no income or loss for New 
England Travel. Their contribution to our financial statements will be 
a balance sheet during this period. 

We <>o however have to use the 600,000 shares issued to acquire this 
company in calculating the earnings per share on our statements all year 

long. 


BJK:dr 
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from Bernard J. Kurek 
to Cories W. Randell 
datf February 25, 1969 

re: January analysis of NSMC activity 


Gross sales 

$77,825 

Cost of sales (incl. commissions) 

51.463 

Gross profit on sale 

26,362 

General and administrative expenses 

177.660 

Net loss 

$151,298 


General and administrative expenses averaged $124,000 per my l'eport of 
February 17. January expenses were up $33,000 from this average. The 
major increase was that of Salaries which were up $37,000. This was caused 
by an increase from 74 employees on the payroll in December to 98 in January. 

Continual effort to keep our accounts receivable to a minimum is being exerted. 
The following is a summary as of January 31, 1969, which I am not satisfied 
with, and this has been brought to my staff's attention. 


% 


Current 

$77,300 

16.4 

30 days outstanding 

181,500 

38.4 

60 days outstanding 

61,100 

12.9 

90 days outstanding 

152,200 

32.3 

Total 

$472,100 

100.0 


An Account Executives' Status Report was prepared on all contracts in progress 
and forwarded to me by Bob Bushnell. Exhibit A summarises what is on our books 
and should be taken off as soon as possible. In addition to this there was another 
$600,000 of gross commitments reported as bad which I uirierstand is being worked 
on. Bob Bushncll knows this must be sold and a contract cr commitment letter 
signed by the client must be in our files by August 31, I960, or I am sure Peat, 
Marwick, Mitchell & Co. will write it off. This accounted for $179,000 in gross 
profit on our August 31, 1968, statements. 


E t* *7 
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- 2 - 

I would like to work with you in devising a schedule for deleting portions of 
the bad accounts per Schedule A starting with our February 28, 1969, reports. 

Attached is a copy of my January 1 memo to you and attachments. To date 
Lewis Bros and Shaffer Enterprises have sent theirs in. 

I have also attached a copy of the memo sent out on February 14 following up 
our December 31 letter. This is what we are consistently having to do to get 
information. 

To keep you informed, we are constantly looking for accounting help, particularly 
the Budgets Director and Internal Auditor. 

BJK:ja 
cc: J. Buck 


\ 
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EXHIBIT A 


Siadck 
Shuck 

Syntax-Collage 
'• -Bonanza 
" -P.W. 

Barnes Hind 
Car nation 

Kell y 

Eastern 4,850 

" 1,875 

” 4,350 

" 13,440 

” 13,440 

37,955 

Michael s 

Ban Deodorant 19,500 19,500 10,000 3,500 

Stive rs 


Pontiac 

5,000 

4,500 

3,461 

1,039 

Dcmmon 

Blue Bell 

2,000 

1,800 

540 

1,260 


$274,455 

$207,389$100,585 $105,804 $39,900 $19,177 

$20,723 


COMBINED 

Commitments Sales Cost Profit 

$247,289 $119,7(32 $127,527 

✓ 


2,206 

100 

2, 106 

1,875 

1,875 

^0- 

4,350 

4,350 

-0- 

13,440 

7,870 

5, 570 

13,440 

7,870 

15, 570 

35,311 

22,065 

13,246 


Booked Aug. 31, 19S 8_ Booked Nov. 30, 1968 


Commitment 

Sales 

Cost 

Profit 

Sales Cost Profit 

$30,000 

$30,000 

$5,000 

$25,000 

.• 


55,000 

50,309 

23,725 

26, 584 



55,000 

50,309 

23,725 

25 , 584 



28,000 

28,000 

21,960 

16,070 

5,890 

$22,400 $10,056 

$13, 344 

14j 000 




11,200 5,120 

6,080 

210,000 

152,o78 

68,520 

84,058 

33,600 15,176 

18,424 


$274,455 


9 
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Diccmlcr 31, 1058 


Mr. Jo!:a Pii’lo 
Intcv.ritiof:.’.l 'Stick:ill I.J 
5 (irofcvenor Si. 
j/.i*c-ori \7 1 , Fu-Und 


Mr. X'ivie: 


In r.u external V> irrx. JV3 mrno«cweat c:::okr..v exc!? i-_ :_'T;' tho Co.^Djr.tJr>n’y 

Xiaracb.l y edisio:: It it; lhr.t r 11 c^zilvjlzz l ii;.iv>3 r.:i c-tiEiMrfl Us5jat 

r.nd v:\'-jc-jtcd c -s.'.i fi: .7 Os yarwtlrid:-** cX Cic cviswi! yc'v. Ia l>.ofcttuio 
im nirvirl tw&et Rod cy* fievr will bo 'ey Av~sJS 1. foi* it.* year 

£i/;» thin r/.-;:<. This fn-l cr.:h will V.5 cn r. q iivicidy L?.cls visit 

t*i 3 follov/lns re!:cchv.o r.».*h£'.:;cd to: • 


Pita 

Jf/l/SS 

8 /i/:o 


ll/l/CD 
2 / 1/70 
5/3 AO 


PCJViCj CO/jlV'-O 
3/1/;: - cAi/:i> 

e/ 3 /:*- s/sl/c: (ivd.-.tcd) 
e/2/: >-3/31/70 
12/i/j:* - 2/23/70 
3/2/.0 - 5/21/70 (:.:dr.l.vd> 
6/1/73- 2/31/70 


J :- i; \ o;*.al&r.lr-3 r. tohwhich v.nry la v.-id r~:oiltr.j ths or-oastf-jy IsvXoiTiiailoa. 

):i;,v: 7 C -3 tcr.y ycy-C'i-: ::1 In t:*:.u;?.:i< 4 o oX foltv/r. lx diil-cf. 

5? ,. 0l , j. :vc * '•/ c cc.vcsorr.h--; I hr ci: I:n c.T £.-? chrchc 2 fchah'h.- Madly 

p.dVi :d. Jh.:.;a : :a’i the ccor.plc'tcd rchtcYb to the of the under:!;.:\o-3. 

Very ti.il/ ycw.v., 


Oeha i.\ F-.-.ch 


L li".V.r- 
c . —* • • . 
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ESTIMATED BUDGET AND PROJ E CTED CASK FLOY 
From February 1, Thru July 31, i960 




' • . 5/1/63 thru 

!• • ■ 2/23/69 

“•'ss Sales $ 

Cost of Sales • 


Estimated Cross Profit 
oiling, General 6 Admin. Expensos 
Estimated Operating Profit ’ 

. y *'■ 

lus Miscellaneous Incomo ! •'* 

ess Interest Expense and Other Deductions 

i , • 

Estimated Earnings Deforo Taxos 
or. Income 


. Sub 

March April May Total June July Aug Total 





lus: ... • : 

(Increase) Decrease in Accounts . •. 
Receivable, Prepaid Expenses, 
and Deferred Costs 

* * * ' 

css: ■ • 

Increase (Decrease) in Accounts Pay¬ 
ables, Deferred Income and 
Accrued Expenses 




I 


'VCS PROVIDED (REQUIRED) BY/FOR OPERATIONS 


Funds Applied: 

Capital Expenditures 
Payment of Outstanding- Debt 
Other (Describe) 


ASK BALANCE FOR MONTH 




Cash Balance Beginning of Poriod 
27 FUNDS AVAILABLE 


Cj 

O 

G 

to 

3 

3 

TO 

3 

rf 


m 


CO 


rq QO 



r». 

cr 

G. 

rf 


co 
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National Student Marketing Corporation! 
Lines of Credit 
Schedule A1 



Lines 

Balance 


Approved 

Out 

Requirements 

Riggs 

$200,000 . jj/ 

300,000 p 

$200,000 

$ ~ 

Franklin National 

Bank of America 

300,000 

60,000 

Working Capital 

600,000 

450,000 

150,000 

Campus Pac (1) 

First City National 

*1,000,000 

' 

' 

Working Capital (2) 

*1,000,000 

- 

250,000 

Campus Pac (2) 

2,000,000 

- 

400,000 

Bank of Montreal (3) 

200,000 

125,000 

• 


5,300,000 

< Uc, e»v -> 

5 • ’■'V 

1,075,000 

860,000 


1. No compensating balance required - interest 1% over priime plus .5% loan 

fee - $5, 000. They have stated that they want Franklin Rational and Irving Trust 
(NMR $40,000) out. 

2. New England Travel to lend us $650,000 compensating badance for FCNB for three 
or four months. 

3. Currently out - Cal, Ltd. $75,000; International Record Corp. $25,000; 
Thunderbird Shop $25,000. 

£ C. '/-S'/. > 


\ 


/ 
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National Student Marketing Corporation 
Cash Analysis 
Schedule A2 


Operational Disbursements 



Receipts 

Operations 

Special 

September, 196S 

$222,700 

$253,300 

$181,000 

October 

312,200 

549,300 

112,000 

November 

304,300 

56,800 

493,000 

December 

231,800 

344,400 

185,000 

January, 1969 

243,100 

307,700 

333,000 

February 

244,200 

239,900 

342,200 


$1,755,700 

$1,543,900 

$1,656,300 

Monthly average 

292,600 

257,300 

276,100 


f 

■S 


Q. 
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National Student Marketing Corporation 
Cash Forecast 
Schedule A3 


Receipts 


March, 1969 

$ 60,700 

April 

230,500 

May 

215,000 

June 

215,000 

July 

215,000 

August 

215,000 


$1,156,200 


♦Excluding I. S. Berlin 
Douglas Corp. 


Estimated _ 

Disbursements * Cash Needed 


$412,000 

$351,300 

412,000 

181,500 

446,000 

231,000 

412,000 

197,000 

412,000 

197,000 

412,000 

197,000 

$2,506,000 

$1,354,800 


306,000 


41.000 


$1,701,800 


Note: I have assumed that 1/2 of the $2,200,000 in Unbilled 

Receivables can be billed in March and $200,000 is collected 
per month starting in April. 
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NATIONAL STUDENT MARKETING CORP. 
QUESTIONABLE RECEIVABLES 
SCHEDULE B 


Miscellaneous Accruals 


Consists of entries of a varied nature made, but going back a considerable 
period of time. No substantial support exists for the entries 
Needs immediate removal from books. - • 

tr 


Pace 


k a considerable • . V> . 
ies made. •• \ vC • * . 

- , ; .>$ 920.64 ✓ 


Cort is the only person who really can shed any light at all on this.' 
Pyramid 


$ 4,500.00 




Consists of direct costs incidental to Murray Toms’ participation in Collage 

"Pyramid" which we were led to believe would be billed to Torn but apparently 

NSMC is now supposed to absorb the cost. This calls for further discussion (jr** S . 

with Cort, but in any event should be immediately removed from receivables. $24,353.61 


Chattam 


Ganis says no good - Cort says good. 
American Union of Students 


. -1 




. ;.*• .r •- 

•'.-.V. V r r* . -'' ’ 

• <-*y" \ . 

-• .<-• 5 * - 


ul.' 


4 „ $52,593.75 

-L 2, ♦ O of'''" 


This contract was entered into for NSMC by Allan Gordon. In October Ron 

Michaels was contacted to determine if collection could be made-no results 

of any type were received. Subsequent attempts were made: contacting the 
client, questioning Larry Tucker, querying Joel Berstein, and verifying the 

receivable-all efforts produced non descript and negative results. This is 

a bad debt. Needs immediate removal from the boohs. . ! • 

Kays Sandwich Shop ~ . '" 

Larry Tucker verbally reduced amount of original invoice by this amount per 
discussion with the client. Needs immediate removal fi-om books. 

Operation Match 





Amount was accrued by an adjusting Journal Entry November 30, 19C7 for 
computer costs due from Operation Match. We are unable to back up this entry' 
and are quite convinced that it is uncollectible. This is a bad debt. Needs 
immediate removal from the books. 

America*. Airlines 



This amount is the result of incorrect accruals prior to Fif 19G9. The method 
used to accrue income in periods prior to September 1, 19C8 was less than 
accurate and extensive analysis has not revealed precisely when the errors 
occuricd. None of this amount is owed to NSMC. Needs immediate removal. 


H) 


.ICC.13 





Questionable Receivables 
Schedule B 
Page Two 
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Franklin Square 

This amount represents NSMC's account on the Spring Mailing 67 & 68 
and Fall Mailing 67. Those were joint venture programs in which F.S. 
did the mailing and the fulfillment. NSMC accrual was based on a 24% 
fixed and direct cash estimate. At the completion of the program the 
amount of fixed and direct costs amounted to approximately 90%. 

Franklin Square reflects a balance due of 

We have been working with F.S. personnel since November trying to*^"^^, 
get them to send us invoices which will support the direct and fixed expenses. J 
To - date, only the fixed expenses have been adequately supported. 

A quick analysis of the program is as follows: 


Total Gross Income 


$185,858.00 


Direct Expenses 
Fixed Expenses 
Interest 


$136,573.00 
36,865.00 
5,125.00 

178,563.00 


Net Profit 


7,295.00 


3,643.00 

1,098 .39 ■. * l ; 

$ $4,741~39 *’• 

-. y.i, > l 

• C 

Total Receivable on Books 

$37,204.86 

Total per above 4,741.39 r 

Adjustment $32,463.47 


N.S.M.C. share 

Plus Special Adjustments 






National Student Marketing Corporation 
Schedule of Profits 
Schedule C 


NSMC 

NESI 

NESS 

CAL 

Idi 

Lewis Bros. 

NMR 

NSL 

Shaffer 

Compujob 

NET 

Colad 



1968-69 



1967-3S 


rs 

December 

January 

Total 

December 

January 

Total 

NJ 

O 

c 

($174,000) 

($151,000) 

($°25, 000) 

$(15,821 

$(15,821 

$31,642 

3 

( 6,354) 

532 

( 5,822) 

( 

( 



4,609 

1,695 

6,304 

( 267) 

( 267) 

( 534) 

cf 




3, 500 

3,500 

7,000 

05 

2,328 


2,328 

7,944 


7,944 

H 

2,183 

2,271 

4,454 

1,812 

( 126) 

1,686 

a* 

( 3,434) 


( 3,434) 

- 



cy 

( 2,016) 


( 2,016) 

4, 173 


4,173 

v"* 

cf 

3,694 


3,694 

( 1,174) 


(1,174) 


1,586 

( 13,967) 

( 12,381) 


- 




( 171,404) ( 160,469) ( 331,873) 


31,809 


18,928 


50,737 
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National Student Marketing Corporation 
Common Stock Outstanding 
Schedule D 


Original Issue 

Private Placement - February '68 
Private Placement - August '68 
Public Offering - April '68 
Scientific Matching 
Field Men - Options 
Collegiate Advertising 
New England Subscription Service 
Shaffer Enterprises 
Lewis Dios. Ceramics 
Intercollegiate Sales 
Institutional Directories 
Compujob 

Outstanding 8-31-68 

Outstanding after 2:1 split 
National Scholastic List Co. 

New England Travel 


National Manpower P.egister - Oct. 


Private Placement 

- Oct. 

W.E. Hutton 

- Oct. 

Co lad 

- Feb. 

Directors meeting 

- Feb. 

W.E. Hutton 


G. Goodrich 


CMI 


D. Natale 



Treasury Stock 

Average outstanding 2-28-69 


547,000 

10,000 

10,000 

150,000 

3,600 

1,775 

130,000 

6,667 

60,000 

15,000 

2,500 

10,500 

2,000 

949,042 

_2 

1,898,084 

66,000 

600,000 


2,560 

30,000 

2,000 34,560 23,040 

121,000 

11,000 

3,000 

40,000 

1,000 45,000 7,500 


2,594,624 
(130,334) 


2,464,390 


; •• ■ 


r 
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FROM Bernard J. Kurek 
TO Cortes W. Randell 
DATE February 28, 1969 

Inre: Estimated Earning Report as of 2-28-69 


Net profit before taxes per 11-30-68 report 


$ 403,764 

Bad committments: (net profits) 

Per memo of 2-25 - Exhibit A 

Per memo of 2-25 

Per memo of 2-27 

$127,527 

179,250 

125,819 

432,596 


Loss reported per Schedule C 

331,873 


Estimated loss for February 

100,000 


Bad debts (conservative) 

'0,000 

(904,469) 

Estimated loss 


$(500,705) 


As can be seen it is a bleak picture, I have taken all items that 
should be out, in order to show you what the real situation is. Since 
October when Feat, Marwick, Mitchell 6 Co. approved the "Committment" theory 
and our annual report was prepared in accordance, the situation hasn't 
inproved. This theory is fine if what is booked in accordance with it is 
factual but so much of it hasn't been, so we are adding insult to injury. 

I believe the above should be cleaned out of our books and we 
should stop "deferring" the problem. 








NATIONAL STUDENT MARKETING CORPORATION 


Protit Projection 



Nov. 30, '08 
1st Qtr. 

Feb.28, '69 
2nd Qtr. 

1st half 

May 31, '69 
3rd Qtr. 

1st 9 mos. 

Aug. 31, ’69 
4th Qtr. 

Year 

Sales 

Cost i)t sales 

$1-, 

, 173,000 
583,000 

$104,000 

52,000 

$1,277,000 

637.000 

$106,200 
54.300 

$1, 383,200 
691,300 

$45,000 

23. 100 

$1,428,200 ' 
714.400 

Gross profit on soles 

Ccn'l h Admin, expense 


588,000 

37G.000 

52,000 

447,000 

640,000 

823,000 

51,900 

469.000 

691,900 

1,292.000 

21,900 

501.000 

713,S00 
1,796,000 

Net profit (loss) before taxes 
Provision for taxes 


212,000 

70.000 

(395,000) 

(183,000) 

76.000 

(417,100) 

(600,100) (482, 100) 

(1,082.200) 

Net profit (loss) after taxes 

$ 

136,000 

■5(395,000) 

$ ( 259,000) 

$ (117,100) 

$ (600,100)$(482, 100) 

$ (1,082,200) 

Had conwiilmcnts now on books 
Bad debts 

Commission advance 



144,300 
6,000 
50,000 

144,300 

6,000 

50,000 

144,300 
6,000 
55,000 

283,600 

12,000 

105,000 

141, 300 
7,000 
53,000 

432,900 

19,000 

160.000 

•• 

$_ 

130.000 

$(595,300)' 

$( 459.300) 

$(622,400) 

$( 1,005,700) $(689,400) 

$(1,694,100) 

c-, lcs needed 
v^st of sales ip 50% 

Absorption of loss 


. 

• 

$2,118,600$1,392,800 
(1,059,300) (696,400) 
(459,300) (546.400) 

$3, 511,400$ 1, SIC, 800 
(1,755,700) (758,400) 

(1.005.700) (638.400) 

$5, 02S.200 

(2.514.100) 

(1.694.100) 

Profit before tax 

Tax 




600,000 

300,000 

150,000 

75,000 

750,000 

376,000 

70,000 

35.000 

820,000 

410,000 

Profit Roal 

$ 

180,000 

$164,000 

$300,000 

$75. 000 

$375,000 

$35.000 

$410,000 


CO 
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GOVERNMENT'S EXHIBIT 12 
PONTIAC COMMITMENT LETTER (4/28/69) 


POntiac. K'Oior: c:vi 3 :on or nlk.vl iuotoijs com ouatich poniiac michksw 

D'^ECT; 1 ! or l.*Mi.»ETIN3 


FN00042S 


April 28, 1969 


Mr. Dennis Kelly 

National Student Marketing Corporation 
Time & l.ife Building 
New York, N. Y. 10020 

Derr Mr. Kelly: 

This will confirm our recent conversations relative 
to our plans for use of the services of National 
Student Marketing Corporation in model year 1970. 

You have submitted to us various proposals for 
directing sales influence toward the student popu¬ 
lation of the U.S. These proposals in total would 
require an outlay of approximately .*1,900,000.00. 

We are now planning to implement student influence 
proposals that would result in gross billings of 
$ 1 , 200 , 000 . 

1 will keep you informed as our plans progress. 


B esi**? c.o a r d s, 

X A / 

/Ti-t./oraHarn 


JIIG;sn 










EXCERPTS FROM GOVERNMENT'S EXHIBIT 13 
PROXY BINDER (2/28/69 AND 5/31/69) 
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J) A--J /V.,;../ fa.*/.*. 

f d h 


W. P. NO. 

/L_ 

/ •/ " i 

T 


ACCOUNTANT 

DATE 

* - V 



r 

/ 


IV.2.1 

Outline for Review of Interim Unaudited Financial Statements 
Included in Registration Statement and Subsequent Period 
To Effective or Closing Date 


1. Review minutes of stockholders, directors, and /j 
committees. Obtain copies or make excerpts f 
therefrom for our files. ' 


Obtain most recent financial statements since 
date of last audited balance sheet for parent, 
consolidated, and individual subsidiaries; com- yl 
pare with corresponding period of previous jr 
year and with latest audited period; obtain ex- ' 
planation for variances and unusual items. 


3. Inquire as to proper cut-offs. 




4. Inquire into bases of determining closing in 
ventory, tax provision, doubtful debt, and other 
reserves. 




5. Inquire into all matters raised at the time ofl^) 
our audit on which the lapse of time mighy 
shed additional light. 


6. Inquire as to unrecorded items such as (a) 
losses from fire, flood, windstorm, explosion, or 1 
similar casualties, (b) retirements or abandon- l 
ments of property; (c) liabilities other than * 
routine liabilities in the ordinary course of busi¬ 
ness; and (d) significant acquisitions or sales 
of property or other transactions not in the or¬ 
dinary course of business. 


7. Inquire as to changes in material contracts and IA 
as to any new contracts including pension, wel- 
fare, and profit-sharing plans. 

8. Inquire as to (a) significant increases or de- I, 
creases in the volume of business other than y 
from seasonal fluctuations, (b) changes in the \ 
character of business and products sold; (c) 
important customers lost; (d) material returns 
and allowances; and (e) material changes in 
the volume of unfilled orders. 


9. Inquire as to important changes in raw mate- 
rial, wage and salary, and other major elementy 
of cost. 


10. Inquire as to whether there has been any in¬ 
terruption of production due to plant shut-h? 
downs for strikes or other reasons or due to sim-/ 
ilar 'conditions affecting suppliers of materials 
and parts. 

11. Inquire as to any significant bad debts or ac- y 
counts in dispute for which provision has not ' 
been made. 

12. Consider the effect of recent price and cost 
trends on inventories on hand and contracted 
for. 


13. Inquire as to new legislation or government y- 
rcgulations and consider the impact of these - l 
and of recent political and economic develop¬ 
ments on the business of the company. 


14. Inquire as to material changes in purchase and /' 
construction commitments and in other contract 
tual obligations. 


15. Inquire as to (a) new litigation or changes in 
litigation pending at date of balance sheet, (b) 
newly discovered liabilities, direct cr contin¬ 
gent; (c) material changes in the situation with/ 
respect to income taxes and renegotiation in¬ 
cluding any important recent decisions or rul¬ 
ings affecting the liability of the company. 
Where appropriate, this inquiry should also 
be directed to legal counsel. 


16. Obtain appropriate letter(s) of representation 
from client. 



PMM & Co. (Rev. 4/64) 


2593 
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IV.3.1 

General Outline for Review of Unaudited Financial Statements 
of Preceding Interim Period Included in Registration Statement 


1. Obtain most recent financial statements since 
date of last audited balance sheet for parent, 
consolidated and individual subsidiaries. Com 
pare with corresponding period of previous 
year and with last audited period. Obtain ex¬ 
planation for variances and unusual items. 


\f 


2. Inquire as to proper cut-offs. 


e 


3. Inquire into bases of determining closing inven- r 
tory, tax provision, doubtful debt, and other ( 


reserves. 


4. Inquire into all matters raised at the time of our 
audit on which the lapse of time might shed ad¬ 
ditional light. 


t 


5. Inquire as to appropriate treatment of major ad¬ 
justments subsequent to the cut-off date, espe¬ 
cially whether the interim period has received, 
if appropriate, its proper portion of the adjust¬ 
ment. 

6. Discuss figures with officers and employees re- 
sponsible for accounting 1 matters as to compar- U 
ability and consistency with prior periods. / 

Note: 

The above outline assumes that the review pre¬ 
scribed for the current period has been mode, that 
all retroactive adjustments have been given effect to 
and that there are no unusual circumstances that 
would require additional investigation to ascertain 
that the interim figures are not misleading. 



PMM A Co. (7/63) 


2594 
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hiLJ h).L- 

^’7*v ( 

^ 1 


W. P NO- 

fi ' 4 - N 





ACCOUNTANT 

OATC 

A. . 

X - H ' G / 


Analysis of Unbilled Receivables 
November 30, 1968 


Client 


Amount 


Clairol 

Cheseb rough-Ponds j“ 
Chrysler Corp. 

Nationwide Insurance 

Schick Safety Razor Co. 

Carnation Company 

Barnes-Hind Laboratories 

Bizaar Productions 

National Career Exposition 

U. S. Navy 

American Airlines 

Eastern Airlines 

Dupont 

Waldorf 

Gossard 

Chicken Delight 

Fayette - Faberge 

Chattem 

Campana 

Pace 

Ban 

Listerine 

Syntax 

Pan American 

Scripto 

Tanva 

Pontiac 

Westinghouse 

Mitchem 

Haines 

Remington 

Ford 

Miscellaneous 


itf 


-ti <£«■&£. 


567,812 
119,281 
95, 920— 

4,650 
30,000 

36,218_ 

v..209 J _603^.'ivil!: 

6,580 . 

5,095 

6,000 S ,,h * 

16,318 
190,542 
84,604 
2,216 :t * 

I 53,775 
( 50,625 —~ cr '- 
, 53.7W7 
53,775 
L 53,775 
14,492 
19.500 
81,900 
122,578 • ' 

30.550 -Jjr 1 

17.550 
32,200 

130, 500 
16,000 
34,425 
21,708 - — 

29, 923 — 
17,010 l0 

1,821 


u •**-**• C- -x— 


&•// 



■fi 


Unbilled Receivables Per Financial State- $2,210,721 

ments ~_ 



£61? 
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SCHEDULE II 

Analysis of Unbilled Receivables 
November 30, 1968 


* j 


S ' 


■f 

t'C. 


Client 

Clairol 

Chcsebrough-Ponds 
Chrysler Corp. 

Nationwide Insurance 
Schick Safety Razor Co. 
Carnation Company 
Barnes-Hind Laboratories 
Bizaar Productions 
National Career Exposition 
U. S. Navy 
American Airlines 
Eastern Airlines 
Dupont 
Waldorf 

Gossard - —» c 

Chicken Delight 

Rayette - Faberge 

Chattem 

Campana 

Pace 

Ban 

Listerine- 

Syntax 

Pan American 
Script© 

Tanva 

Pontiac 

Westinghouse 

Mitchem 

Haines 

Remington 

Ford 

Miscellaneous 


Amou nt 

567,812 

119,281 


%» rmrn 


~ if-h* 


& */u 

Jicrv/z 


,°3\ _ 1>,ZSo 


Unbilled Receivables Per Financial State- $2,210,721 

ments _ 


95, 

920 

l£^Zo 


- - " O ~_ 

4. 

650 



4'LSo 

30. 

000 

_ 

. , ,. , 

_ 3o ( *oo 

36, 

218 



34,2-17 

209, 

603 



US ,736 

6. 

580 



C./la 

5. 

095 



<l.o oo) 

6. 

000 

/, 2 S Q 


<4T»> 

16. 

318 



/C.3I? 

190, 

542 

..t\ If So 
y A 0,7 2 9 


/<5& 7fV 

84, 

604 


>S. S'3 

- o - 

2, 

216 

- 


7/3 

53. 

775 

9 1 

_ 

■*277 f 

so, 

625 


io4:/ 

~ o • 

.53, 

775 



_J3l if 

53, 

775 


S’. 77/ 

" o - 

53, 

775 


_ 

_ Itfot 

14. 

492 



14*1* 

19, 

500 



U r /«t. 

"“*81, 

900 

//. 7oo 

•7o~~oo 

- © - 

tO 

to 

578 



'22 ^rr 

30, 

550 

(.•/7,SS°* 



17. 

550 



l7 S£c 

32, 

200 



JZ.%SL° 

130, 

500 



i3 o /• • 

16, 

000 


lie coo 


34 

425 

(2,7 4(- . 



21 

708 

i.J7S _ 


//,.<? r 

29, 

923 


.2?,? Z3 

° ' _ 

17 
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_L 
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PONTIAC MOTOR DIVISION GENERAL MOTORS CORPORATION PONTIAC MICHIGAN 48053 


DIRECTOR OF MARKETIN3 


April 28, 1969 

Mr. Dennis Kelly 

National Student Marketing Corporation 
Time & Life Building 
New York, N. Y. 10020 

Dear Mr. Kelly: 

This will confirm our recent conversations relative 
to our plans for use of the services of National 
Student Marketing Corporation in model year 1970. 


You have submitted to us various proposals for 
directing sales influence toward the student popu¬ 
lation of the U.S. These proposals in total would 
require an outlay of approximately $1, 900, 000. 00; 


We are now planning to implement student influence 
proposals that would result in gross billings of 
$ 1 , 200 , 000 . 

I will keep you informed as our plans progress. 

Bes>i*6gards, > 



U —> ■ 
urar.am 


, JHG:sn 
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IV.2.1 


Outlino for Review of Inlerim Unaudited Financial Statements 
Included in Registration Statement and Subsequent Period 
To Effective or Closing Date 


1. Review minutes (registrant and its suVssidi- 
■ arics) of stockholders, directors, and com- 
\ y mittces Obtain copies or make excerpts there¬ 

from for our files. 

In those instances where minutes of recent 
meetings are not in final form, a letter ad¬ 
dressed to the firm and signed by the appro¬ 
priate official of the client should be obtained 
describing any matters of importance covered 
at such meetings. If no important matters were 
covered, the letter should so indicate. 


i from seasonal fluctuations; (b) changes in the 
/ character of business and products sold, (c) 
/ important customers lost; (d) material returns 
/ and allowances, and (e) material changes in 
the volume of unfilled orders. 




, Inquire as to important changes in raw mate¬ 
rial, wage and salary, and other major ele¬ 


ments of cost. 


m 


•v 


A 


c 




- 3. 


/!//? 


Obtain most recent financial statements since 
date of last auJited balance sheet for parent, 
consolidated, and individual subsidiaries; com¬ 
pare with corresponding period of previous 
year and with latest audited period; obtain ex¬ 
planation for variances and unusual items 

Inquire as to proper cutoffs. >' 

Jo: II rjtj • -h 

4 Inquire into the bases of determining closing 
inventory, tax provision, doubtful receivables, 
and other reserves. 

, J I*'"'* 

- Inquire into all matters raised at the time of 

i /-i • „ our audit on which the lapse of time might 
(J.' ~ sbed additional light 

V :,e- ■ 

i 6 Inquire as to unrecorded items such as (a) 

\ losses from fire, flood, windstorm, explosion, or 

similar c.isu.iltics. (b) retirements or abandon¬ 
ments of property, (c) liabilities other than 
routine liabilities in the ordinary course of 
husincss. and (d) significant acquisitions or 
sales of property or other transactions not in 
I .— the ordinary course of business. 

/ 

•'1. Inquire as to changes in material contracts and 
, as to any new contracts iiululling pension. 

' t/t l* welfare, and profit sharing plans • 

I fl Inquire as to (a) significant increases or dr- 
creases in the sIllume of business other than. 


A. 


nquire as to whether there has been any in- 
I terruption of production due to plant shut¬ 
downs for stTikes or other reasons or due to 
similar conditions affecting suppliers of ma¬ 
terials and parts. 

A'O 

ff/w. Inquire as to any significant bad debts or ac¬ 
counts in dispute for which provision has not 
been made. 

liH^onsider the effect of recent price and cost 
trends on inventories on hand and contracted 
for. . ( . j i 

fj n f C'/a-v**' 1 '" r 

13. Inquire as to new legislation or government 
regulations and consider the impact of these 
and of recent political and economic develop¬ 
ments on the business of the company. 

-X, ff* 

14 Inquire as to material changes in purchase and 
construction commitments and in other con¬ 
tractual obligations. _ , / 

- — * /Atri. [1 iL-'V-J* 

" 15. Inquire as fo (a) new litigation or changes in 
litigation pending at date of balance sheet, 
(b) newly discovered liabilities, direct or con¬ 
tingent; (c) material changes in the situation 
with respect to income taxes and renegotiation 
including any important recent decisions or 
rulings affecting the liability of the company. 
Where appropriate, this inquire should also 
lie directed In legal counsel. 

10. Obtain appropriate lelter(s) of representation 
from client 


c 


PMM & Co (Rov. 4/69) 


Zfi.v. 
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IV.3.1 

General Outline for Review of Unaudited Financial Statements 
of Preceding Interim Period Included in Registration Statement 


1. Obtain most recent financial statements since 
date of last audited balance sheet for parent, 
consolidated and individual subsidiaries. Com¬ 
pare with corresponding period of previous 
year and with last audited period Obtain ex¬ 
planation for variances and unusual items. 

2. Inquire as to proper cut-offs. 

i- •' 

. 3. Inquire into bases of determining closing inven- 
b tory, tax provision, doubtful debt, and other 
reserves. 

\ . 

\ .^A 

, 4 Inquire into all matters raised at the time of our 

' '. audit on which the lapse of time might shed ad- 
ditional light. 

<V> ' 


'10 

-1 5. Inquire as to appropriate treatment of major ad¬ 
justments subsequent to the cut-off date, espe¬ 
cially whether the interim period has received, 
if appropriate, its proper portion of the adjust¬ 
ment. ix W- S- k j 

6. Discuss figures with officers and employees re¬ 
sponsible for accounting matters as to compar¬ 
ability and consistency with prior periods. 

Note: 

The above outline assumes that the review pre¬ 
scribed for the current period has been made, that 
all retroactive adjustments have been given effect to 
and that there are no unusual circumstances that 
would require additional investigation to ascertain 
that the interim figures are not misleadmg. 


PMM 4 Co (7/63) 
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GOVERNMENT'S EXHIBIT 14 
MEMO FROM KUREK TO RANDELL (6/3/69) 



ikom B. J. Kurek 
to C. W. Randell 
DATE: June 3, 1969 

HYOOIAC’7 

IN RE: MEETING WITH TONY NATELLI 


I met with Tony this morning from 9:30 to 11:00 incidental to 
our phone conversation yesterday. I reviewed with him the progress 
our profit planning and budgets were making, the Finance Committee, 
ideas incidental to a master cash pool and tax effects of consolidated . 
Federal tax returns and stock options. After discussing the above and 
setting the atmosphere of the meeting, the subject of the meeting was 
changed to that of NSMC's manner of booking contracts. 

Cort, quite frankly, Tony is very concerned alout this situation. 
Last fall he felt that the manner in which he allowed ns to book contracts 
would be a cyclical deal.... in other words, we wouli be selling and 
delivering on contracts in the same quarter that financial reports were 
made. He now sees the situation as one where commitments either 
make or break us and we are not performing in the period the sale is 
made. Furthermore, he anticipates that unbilled receivables could 
be as high as $4,000,000 at August 31 , 1969. If so, he will have to 
give us a qualified opinion or perhaps no opinion. Thus is very serious, 
since it could adversely affect our registration this Ml. He stated 
that people working under him are uncomfortable with this situation 
and if anything were to happen, their "certificates" and careers would 
be at stake. 


Cort, he has reassessed the situation, and I iiel is rather firm in 
his conviction ana is going tc be hard to move. Thersore, due to the 
seriousness of the matter and my feeling of his conviction, this is a 
very serious matter for NSMC. 

I invited him to our Finance Committee meetingof June 9, 1969 
at 3 PM. 


BJK:ls 
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MEMO FROM KUREK TO RANDELL WITH COMMITMENT ANALYSIS (6/6/69) 

B. J. Kurefc ENOO 0 O 2 S 

C. W. Harden 
Juno 6, 19 CD 

In P>5: Various Accounting Matters Needing Co rjiderniion 

I. £« Mos Forecasts 

,.. Last week B. $ush 3 oU gave us a sales f(Precast by Account Exec. ; 

Client and Program. In tho future if It is to fit into our profit plan it will 
have to bo more detailed. In other words, for ycur purposes what ho 
submitted i3 fine. Eut for accounting purposes, it did cot give sales dates 
or billing dates. Wo thereforo do not knew for budget pur noses what Tr.cr.:'a3 
the sales fell in nor can we schedule cash flow. Another problem is the 
operations department cannot forecast costs. Thin again hinders cash flow 
projections. Therefore, I'd like to revert to what was originally set up for 
sales forecasting. 

II. Regional Ren Ach ar o^o 

As you know, durLng the-year many regional reps were advanced 
commissions. A pari of cur weekly commitments reports indicates the 
advance balance. The advances for these reps as cf J.Iny 3 ), 19C9, amounts 
to CIS, 733. If uncollectible (?) it will have to be c:messed. 

HI. UcHjHed Receivables 



Cort, my only purpose for mentioning this is to show you how I think 
Tony NateUi is locking at tlio situation. From our budget revisions of June 
2, the following have some tearing on Cm way Tony views tho company: 

9 

Projected: 


Gross Tales 

Unbilled Acs nvablos 

3 unbilled r:c: ivablos to gross sales 


$4,407,343 

3,503,04-1 


Unbilled Receivables 
Accrue ! c: ci -• on ccuvacm 
in progress 

Cress profit or. unbilled 


$3,5GD.C44 
1,984. G«;9 
1.8:3.044 


C'y.zz pro "It cn calcs 

'X cf feVcac profit contributed by 

unbilled rocolvablca 


1 


« «/v •* * 


U . I 
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P^ TO 2 

In other v/orda 83^ of our mross profit Is derived from Unbilled Receivables 
which if) 73% of total sales .... and is contingent on future performance. 

IV. Commitment Analysis 


Panes 1 through 9 of exhibit 71 is an analysis of commitments. It cute 
through them from many angles and without an explanation may be a bit 
confusing. I'll be glad to review it with you. Sheet 9 shows a summary 
of the '•'Beast". 
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GOVERNMENT'S EXHIBIT 16 

\ 

NOTES OF 6/9/69 FINANCE COMMITTEE MEETING 

ORA.-T NOTES FROM: 

FINANCE COMMITTEE MEETING 
June 9, 1969 

In attendance: 

Cortes W. Randell 

Don Fergusson " .... ... 

Jim Joy • -- 
. Bernie. Kurek 
John StaTick . . ... 

Tony Natelli * 

CORTES Do you know the amount of Fixed Fee as of the first 

6 months? . r . 

$538,000 booked as of November ~ *” *' 

Showing 3.3 for the year out of 6.1 total sales. 

Problem: We started out the year with certain contract 
rules: Verbal and Written. All the written agreements 
have been fulfilled and none have had to be written off. 

The verbal we have had to write off. As of February 28, 
no more verbal. If we can't book any more sales, we'TI 
have to fire staff in Operations and let some Account 
Executives go. 

TONY We examined the year'68...doing the audit, looking at 

revisions of Operations, agreed to set up contracts as 
revenue...Total dollar problem was different In '68... 
Account Executive structure started early '68 and new 
area of activity built up to all the contracts that were 
obtained... 

First approach to questions studied: What would be 
deferred cost? Couldn't say all of Operations deferred. 
Contracts that are different from P.I.'s. Extent of 
company participation other than allowing all the costs 
to be third party costs. Ex., Printing Have to recognize 
earnings early to estimate percentage completion of program. 
Second approach: From the audit standpoint...Client 
Commitment with a verbal contract by phone...How much time 
did Account Executives have before August 31...In matching 
revenue and costs, registration statement should have been 
liquidated. 


BERNIE 

CORTES 


l 


21 3011 





CORTES 


TONY 

CORTES 

DON 

BERNIE • 
CORTES 

TONY 

CORTES 

TONY 

CORTES 

TONY 

CORTES 

DON 

BERNIE 

JIM 

TONY 
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30% of Verbal Contracts - Not good 
0% of Written - Not good 
i.e., 14 out of 41 written off 

$979,000 out of $3 million since last August 31. 

On Clairol this year we will get in close to $300,000 - 
$4000,000 (both written contracts) 

$800,000 out of August figures did not come through... 

80% or 90% of what we are talking about were Ron Michaels 
verbal contracts ... other than duplicates, Ganis and 
Michaels are the only ones we have had to write off. 

It's the system of booking and not the man. It's not 
cost matching income. 

As of February - 16 Contracts were booked (5 were verbal) 

Recommend that you send a written letter to every Written 
Contract. 

Through the Fall and the Spring there were to be more 
Committments 


$2 million first 6 montns 
$2 million second 6 months 

We have done all written agreements. Of the 30% Verbal 
No Goods, 80% were Ron Michaels. 

Wrote Michaels off...1.7 down to 1. Of revenue 3.3 
only 1. has been performed. 

We are adding 1.6 and 1.7 

3.3 is sitting unbilled 

On our subsidiaries we are net out $2 million in earnings. 
Earnings for April, May, June, July, August on the NSMC side 
are $290,000. We won't have earnings for the field programs. 

More than that...$350,000 - $400,000 before earnings. 

Budget says $260,000 

The write offs are fewer... 

Total volume of sales for '69 has yet to be performed... 
all sitting unbilled. 
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JIM 


DON 

TONY 

CORTES 

TONY . 
CORTES 

TONY 

CORTES 

JIM 

TONY 


JIM 


* This is what we did last August...All of negative were 
Verbals...feel good about the. positive written. 

Sales in September , the million dollars is not on the 
books anymore. 

Sales in November, $200,000. - $300,000 is performed and 
collected. 

Sales in February, not performed til fall. 

Sales from May 30 - August 31 not performed til fall. 
...therefore, three quarters*not performed till fall. 
Budgets and agencies are 6 months ahead... 

From May to September, can't deliver to kids. 

Problem: Determining how much percentage wise as gross 
profit should be taken in at one time. 

Percental completion of program... say 200 man hours on 
Pontiac Contract. 

* » 4 • 

How much then before it's fully completed? _ 

Kelly probably has only one more visit...Bruce Baker 
still has time in Production... Charlie Low then would 
handle posters through reps. 

With 29 salaried people to help Operations, your taking 
profit on contract. I thought concept was based on 
premise...little or no cost to complete contract. 

We could put 10% of profit in and have 90% to go. 

Dennis probably only needs 2 or 3 more hours in to 
Pontiac. 

Everything that happened in last year, backs up premise 
on which decisions were made. Larger numbers - larger 
company. 

$45 million in sales is fine but its important that 3.3 
is unbilled in balance sheet. Suppose we do run into 
problems...wi11 you sue them...doubt if you have a case. 
I've got to look at the negative. 

If the concepts wrong - than no profit. Overlooking the 
situation the business decesion was made to build a sales 
force for good reasons...Find a way that's right and keep 
building corporation. 
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DON 

CORTES 

TONY 

CORTES 

TONY 

CORTES 
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Take lumps now and profits later. Let's defer cost 
until delivered. Realistic approach to future...We 
got into 6 months figures and later 2 more contracts 
came into figures that could have been adjusted. 

Look at unbooked.receivables ; ..substantial figures were 
on Verbal commitments. A good part of your concern is 
the write off. History should be guide to future. The 
form of booking cannot be changed ... look to system 
and not the concept. Cannot change school year: 65% 
before December - 35% from January to May 
In total for this August 31 percentage comparable to 
that of last August 31. 

The theory of assuming profit...Always been able to take 
middle of road course on problems. Both legal and accounting 
advice has always been appreciated. Toni doesn't want to 
see the company stabbed. When contracts do come in they 
are going to be looked into thoroughtly and no verbals. 

Would like to see an increase in conservatism. No 
additional advanced recognition of income...The bigger 
a company gets the more susceptible they are. 

The Conservative Road is exactly the road we're taking. 

If you can find on our books a receivable that's not 
collectable... 

Awful lot of deferred items on balance sheet. Don't 

boost projections - tone down. _ . - • • 

Haven't changed projections in 7 or 8 months even tho' 
we've gotten new companies since then and new contracts. 
Bernie, Jim & I all feel that way. 

$450,000 knocked off budget this sumner... 

Account Executives system (predicting business) 

Development of Program System with profit and cost centers... 
Accounting set up by Bernie along with budgeting and 
Control Systems... 

You have our support and I feel that you are being fair... 


t 


> 


* 
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PROXY/MASTER PROOF (8/9/69) 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED STATEMENT OF EARNINGS—(Concluded) 

is best matched against costs directly connected with the production of this income by recording the estimated 
gross profit based on the percentage of time incurred to the total estimated time to be incurred by the 
employees in development of the over-all program for the client. Accordingly, commencing in 1968 all such 
programs have been accounted for on this basis upon obtaining a client commitment 


(D) The average number of shares outstanding during each year has been adjusted: (1) for the stock split 

described in note 8 to the consolidated fir.ancirl statements (2) to include the equivalent of the number of shares of - 

common stock outstanding of companies acquired in transactions accounted for as poolings of interests' and 

. (3) to give effect to exercise of all outstanding stock options. ' 

Q?) " . 

JJK Net sales and earnings as originally reported to stockholders in the annual report for the years 1967 and 1968 
and original prospectus for the year 1966 and the amounts as shown in thAl w —tmm of earnings in this proxy statement 
are reconciled as follows: 

'—- 1967 1968 

Net sales: 

_ ^Originally reported . $ 373,239 $2,386,500 $ 4,989,466 

t ii« i Trfrlt ffP h "~ > i— * —~ 1 -.- 

Pooled companies reflected retroactively . 2,084,915 3,266,360 ■ 

\ .-\x* — $2,638,174 $5,652 ,860 

\ Net earnings (loss): ! 

\ v O riginally reposed . (<*.510) 168,616 388,031 


Pooled companies reflected retroactively 

TV .. ^y. ^ 


rv- 


(4,510) 168,616 

80,059 217,019 


388,031 


$ 75,549 $ 385,633 $ 756,460 












..mu ■ pi i tlfTiiNi) *f/\New England Travel Corporation (a wholly-owned 
subsidiary described elsewhere in the Proxy Statement) involve 
arrangements by the company of study programs abroad during the 
summer months for higl. school students. Results of operations 
are accounted for during the summer months as the study programs 
are completed and students return to tlje United States. Conse¬ 
quently, all costs are deferred during the first nine months of 
the year. As a result the unaudited^£t£ ( ~month figures in the 
consolidated statement^ of earnings exclude any operations of 


17498 


\ 


;' 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited as to May 31, 1969) 

(1) Basis of Presentation 

The consolidated financial statements include the accounts of the company and all subsidiaries. All material inter¬ 
company accounts and transactions have been eliminated. The accounts of the company's Canadian subsidiary, Collegiate 
Advertising, Ltd have been converted at appropriate U. S. dollar equivalents. Collegiate formed a subsidiary in May 
1968 which was not yet operative as of August 31, 1968, and the' investment therein was therefore carried at cost at that 
date. The accounts of this subsidiary are included in the May 31, 1969 consolidated financial statements. 

The company formed a subsidiary, International Student Marketing Corporation, in September 1968. This sub¬ 
sidiary had qot commenced operations as of May 31, 1969 and the investment therein is carried at cost at this date. 

'adjytrttmeifl was,. 

(itjdrt Af cfffltt JyGjffep 



As described in note 2, certain acquisitions have been included in the accompanying financial statements in accord¬ 
ance with the pooling of interests concept of accounting. Accordingly, operations of these acquired subsidiaries are 
included in the accompanying consolidated financial statements as explained in note A to the consolidated statement of 
earnings. 

The company's cost of investment in subsidiaries exceeded its underlying equity in their net assets by $ 
and $ as of August 31, 1968 and May 31, 1969 (unaudited), respectively. 

These differences are accounted for as follows: , 

l August 


Cost of investment in subsidiaries in excess of underlying value of net assets at date 
of acquisition. 

Undistributed earnings of subsidiaries from dates of acquisition 



Mav 31, 
1969 


(unaudited) 


(2) Business Acquired: 

The following businesses which have been acquired by the company have been accounted for as poolings of 
interests (wherever shares are indicated they have been adjusted where appropriate to reflect the 2 for 1 stock split 
authorized by the stockholders on December 16, 1968): 

(a) Compujob, Inc., was acquired on August 22, 1968 by issuance of 4.000 shares of the company's stock in 
exchange for all the outstanding stock of Compujob, Inc. Additional shares of the company’s common stock will 
be issued to the former stockholders of Compujob, Inc. for five consecutive fiscal years commencing with the fiscal 
year ending August 31, 1969, determined annually by dividing 25 percent of the net earnings before taxes of 
Compujob, Inc., by the average market price of the company's common stock during the preceding month of 
February. 

(b) On January 22, 1968 the company acquired Collegiate Advertising, Ltd. by the issuance of 260,000 shares 
of common s.ock in exchange for all the outstanding stock of Collegiate. 

(c) New England Subscription Service, Inc. was acquired on January 9, 1968 by the issuance of 13.334 
shares of the company's common stock in exchange for all outstanding suares of the acquired company. 

(d) The company issued 120,000 shires of its common stock on July 25, 1968 in exchange for all the out¬ 
standing stock of Shaffer Enterprises, Inc. 

(e) On October 9, 1968 the company issued 30,000 shares of common stock in exchange for all the outstanding 
slock of Lewis Brothers Ceramics, Inc. and subsidiaries. Additional shares of the company's common stock are 
to be issued in 1969 and 1970 to the former stockholders of Lewis Brothers to the extent of 10 percent of the net 
earnings of the acquired company in excess of $33,000 for each year. The value of the shares to be issued for 
the purpose o' this calculation will be based on the average closing uia price of the company's common stock for 
eighty trading days ending November 15 of each year. 

(0 The company issued 23,000 shares of common stock on November 13, 1968 in exchange for all the out¬ 
standing stock of Institutional Directories, Inc. 

(g) The company issued 66.000 shares of its common stock on December 18, 1968 in exchange for all tjie 
outstanding stock of National Scholastic List Co., Inc. 

(h) On February 6, 1969 the company acquired all the outstanding stock of New England Travel Corporation 
in exchange for 600.000 shares of its common stock, of which 280,000 shares are held in escrow. The escrow 
shares will be issued during each of the five fiscal years ending October 31, 1973 in amounts equal to twelve times 
net earnings of the acquired company divided by $30. Any shares remaining in escrow after October 31, 1973 
will be returned to the company for cancellation. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED STATEMENT OF EARNINGS—(Concluded) 

is best matched against costs directly connected with the production of this income by recording the estimated 
gross profit based on the percentage of time incurred to the total estimated time to be incurred by the 
employees in development of the over-all program for the client. Accordingly, commencing in 1968 all such 
programs have been accounted for on this basis upon obtaining a client commitment. 

(C) Retroactive adjustment was made in the consolidated statement of earnings for the year 1963 for certain 
contract losses and for recognition of effect on deferred taxes of related net operating loss carryforwards The net 
effect of the retroactive adjustment was a $ 21,000 decrease in net earnings for the year 1968. 

(D) The average number of shares outstanding during each year has been adjusted: ( 1 ) for the stock split 
described in note 8 to the consolidated financial statements ( 2 ) to include the equivalent of the number of shares of 
common stock outstanding of companies acquired in certain transactions accounted for as poolings of interests and 
(3) to give effect to exercise of all outstanding stock options. 

(E) Net sales and earnings as originally reported to stockholders in the annual report for the years 1967 and 1968 
and original prospectus for the year 1966 and the amounts as shown in the summary of earnings in this proxy statement 
are reconciled as follows: 

1964 

Net sales: 

Originally reported . $ 573,259 

Retroactive adjustment for contract losses (note C) _ 

Pooled companies reflected retroactively . 2,084,915 

$2,658,174 

Net earnings (loss): 

Originally reported . (4,510) 

Retroactive adjustment for contract losses (note C) . . 

Pooled companies reflected retroactively . 80,059 

Per summary of earnings . $ 75,549 


1967 

$2,386,500 

3,266,360 

$5,652,860 

168,616 

217,019 
$ 385,635 


1961 

$ 4,989,446 
(70,200) 
6.389,164 
$11,308,410 


388,031 
( 21 , 000 ) 
389,429 
$ 756,460 
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Excerpts from Government's Exhibit 17 A 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(I) B\sis ok Presentation (Unaudited as to May 31, 1969) 

The consolidated financial statements include the accounts of the company and all subsidiaries. All material inter¬ 
company accounts and transactions have been eliminated. The accounts of the company's Canadian subsidiary, Col'egiate 
Advertising, Ltd. have been converted at appropriate U. S. dollar equivalents. Collegiate formed a subsidiary in May 
1968 which was not yet operative as of August 31. 1968, and the investment therein was therefore carried at cost at that 
date. The accounts of this subsidiary are included in the May 31, 1969 consolidated financial statements. 

The company formed a subsidiary, International Student Marketing Corporation, in September 1968 This sub¬ 
sidiary had not commenced operations as of May 31, 1969 and the investment therein is carried at cost at this date 

Retroactive adjustment was made in the consolidated statement of earnings for the year 1968 for certain contract 
losses and for recognition of effect on deferred taxes of related net operating loss carryforwards. The net effect of the 
retroactive adjustment was a $21,000 decrease in net earnings for the year 1968. 


As described in note 2, certain acquisitions have been included in the accompanying financial statements in accord¬ 
ance with the pooling of interests concept of accounting. Accordingly, operations of these acquired subsidiaries are 
included in the accompanying consolidated financial statements as explained in note A to the consolidated statement of 
earnings. 

Phe company’s cost of investment in subsidiaries exceeded its underlying equity in their net assets by $ 
an d $ as of August 31, 1968 and May 31, 1969 (unaudited), respectively. 


These differences are accounted for as follows: 


August 31, Mav 31, 
1968 1969 


Cost of investment in subsidiaries in excess of underlying value of net assets at date 
of acquisition ... j 


(unaudited) 


$ 


Undistributed earnings of subsidiaries from dates of acquisition 

S $ 

(2) Business Acquired: 


The following businesses which have been acquired by tht company have been accounted for as poolings of 
interests (wherever shares are indicated they have been adjusted where appropriate to reflect the 2 for 1 stock split 
authorized by the stockholders on December 16, 1968): 

(a) Compujob, Inc., was acquired on August 22, 1968 by issuance of 4,000 shares of the company's stock in 
exchange for all the outstanding stock of Compujob. Inc. Additional shares of the company's common stock will 
be issued to the former stockholders of Compujob, Inc. for five consecutive fiscal years commencing with the fiscal 
year ending August 31, 1969, determined annually by dividing 25 percent of the net earnings before taxes of 
Compujob, Inc., by the average market price of the company's common stock during the preceding month of 
February. 


(b) On 'anuary 22, 1968 the company acquired Collegiate Advertising. Ltd. by the issuance of 260.000 shares 
of common stock in exchange for all the outstanding stock of Collegiate. 

(c) New England Subscription Service. Inc. was acquired on January 9, 1968 by the issuance of 13.334 
shares of the company's common stock in exchange for all outstanding shares of the acquired company. 

(d) The company issued 120,000 shares of its common stock on July 25, 1968 in exchange for all the out¬ 
standing stock of Shaffer Enterprises, Inc. 

(e) On October 9, 1968 the company issued 30,000 shares of common stock in exchange for all the outstanding 
stock of Lewis Brothers Ceramics, Inc. and subsidiaries. Additional shares of the company's common stock are 
to be issued in 1969 and 1970 to the former stockholders of Lewis Brothers to the extent of 10 percent of the net 
earnings of the acquired company in excess of $33,000 for each year. The value of the shares to be issued for 
the purpose of this calculation will be based on the average closing bid price of the company's common stock for 
eighty trading days ending November 15 of each year. 

(f) The company issued 20,000 shares of common stock on November 13. 1968 in exchange for all the out¬ 
standing stock of Institutional Directories, Inc. 

(g) The company issued 66.000 shares of its common stock on December 18. 1968 in exchange for all the 
outstanding stock of National Scholastic List Co., Inc. 

(h) On February 6. 1969 the company acquired all the outstanding stock of New England Travel Coiporation 
in exchange for 600.000 shares of its common stock, of which 280.000 shares are held in escrow. The escrow 
shares will be issued during each of the five fiscal years ending October 31, 1973 in amounts equal to twelve times 
net earnings of the acquired company divided by $30. Any share: remaining in escrow after October 31, 1973 
will be returned to the company for cancellation. 
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GOVERNMENT'S EXHIBIT 18 
EASTERN AIRLINES LETTER (8/14/69) 


"it: Air. Liiitj ikco;;.>o:.avzd / io roci:s 


ELLER f’L/.ZA/KEW VOT.... 


f. Y. 1C02.0 / 112 • C 


FS 000148 


August 1A, 1969 


Mr. Robert C. Bushncll 
National Student Marketing Corporation 
3^5 Pcr!c Avenue 
New York, New York 

Dear Bob: 


This is to confirm our verbal commitrr,ant 
given to you on May \h, 1969. 

V/e will accept and utilize during the fiscal 
year, 1970, an amount of not less than $ 920,000 
for National Student Marketing Corporation's 
services as offered to us in your proposal 
originally submitted on May 7 , 1569. 

\'e loo!; forward to continued success in our 
youth marketing efforts and to our relr.t ionship 
with National Student Marketing Corporation. 



TEK:j H- 


L i ( j 

EXCERPT FROM GOVERNMENT'S EXHIBIT 21 FOR IDENTIFICATION 


ASSET BINDER (8/31/69) 
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GOVERNMENT'S EXHIBIT 25 
PROXY/FINAL 


f UNITED STATES OF AMERICA 

I a O r-^»» (M IViBBA a a . _ r—» - - A 


jo Securities and Exchange Commission 


ATTESTATION 


I HEREBY ATTEST that attached is a full, true and ccvplete 


copy of: 


Proxy statement filed with this Commission 
September 30, 1969 by National Student Marketing 
Corporation, pursuant to the provisions of the 
Securities Exchange Act of 1934, as amended, 
under File No. 0-3211 ___ 


Trie in this Commission 

_0ctober 11, 1974 

(Date) 




CHARLES A. U00RE 
RECORDS OFFICER 


It is hereby certified that CHARLES A. MOORE, Records Otticer oI the 
Securities and Exchange Commission, Washington, D.C., which Commission was 
created by the Securities Exchange Act ot 1934 (15 USCA Sec. 78a et seq.J, is 
otticial custodian ot the books and records ot said Commission, and all books 
and records created or established by the Federal Trade Commission pursuant 
to the provisions ot the Securities Act ot 1933 and transferred to this Commis¬ 
sion in accordance with Section 210 ot the Securities Exchange Act ot 1934,and 
was such otticial custodian at the time ot executing the above attestation, and 
that he and his subordinate, EDWARD A. WILSON, Deputy Records Otticer, 
are authorized to execute the above attestation.' 


By tj^Coaaiesion 


Secrets 


/ > 
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NATIONAL STUDENT MARKETING CORPORATION 

1100 Connecticut Avenue N.W., Washington, D. C 


September 27, 1969 


To the Stockholders of 

National Student Marketing Corporation 


Dear Stockholder: 

Several important proposals will be considered and voted upon at a Special Meeting 
of Stockholders to be held October 8, 1969. A full description of each of such 
proposals is contained in the accompanying Notice of Special Meeting of Stockholders 
and Proxy Statement, which I urge you to study carefully for complete information. 

All of these proposals are strongly recommended for your approval by tbe manage- 
men! and Board of Directors. Because of their importance, you are especially encouraged 
to attend and vote at the forthcoming Special Meeting. However, in order to insure that 
your vote is counted in the event you are unable to attend the meeting, please indicate 
>our wishes by marking the appropriate boxes on the enclosed Pro.'' card s : gn it and 
return it in the enclosed return envelope. If you are able to attend the L *thig, you may 
revoke your written Proxy and vote in person 


Sincerely yours, 



Cortes W. Randell 

President 
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 

A Special Meeting of Stockholders of National Student Marketing Corporation ("NSMC” or the 
“Corporation”) will be held on Wednesday, October 8, 1969, at ten o’clock A.M. Washington, D. C. 
time in the Jefferson Room of The Washington Hilton Hotel, 1919 Connecticut Avenue, N. W., 
Washington, D. C., for the following purposes which are described more fully in the Proxy Statement 
accompanying this Notice: 

(1) To consider and vote upon a proposed amendment to the Corporation’s Articles of Incor¬ 
poration to reduce the par value of the Common Stock from $.025 to $.01 per share and to increase 
the number of authorized shares of Common Stock from 3,000,000 to 7,500,000 shares, each of 
the par value of $.01; 

(2) Subject to the adoption of the first proposal, to consider and vote upon a proposal to 
approve the Employees’ Qualified Stock Option Plan (1969), in the form attached as Schedule B 
to the Proxy Statement accompanying this Notice; 

(3) Subject to the adoption of the first proposal, to consider and vote upon a proposal to 
approve an agreement providing for the merger of Interstate National Corporation with and into 
NSMC, a copy of which agreement is attached as Schedule C to the Proxy Statement accompanying 
this Notice; and to authorize the officers of NSMC to take any further action necessary or advisable 
to make such merger effective; 

(4) To consider and vote upon a proposal to approve five agreements providing for the 
mergers of Five-Dollar-A-Day Tours, Inc./Frommer-Pasmantier Publishing Corporationj Mar-Clay 
Mills, Inc,, Mailbag International, Inc. and Mil Services, inc., respectively, with and into NSMC, 
copies oy which agreements are attached as schedules D, E, F, G and H, respectively, to the 
Proxy Statement accompanying this Notice; and to authorize the officers of NSMC to take any 
further action necessary or advisable to make such mergers effective; and 

(5) To transact such other business, if any, as may properly be brought before the meeting. 

In accordance with the By-Laws and resolutions of the Board of Directors, only stockholders of 
record at the close of business on September 3, 1969 are entitled to notice of and to vote at the meeting. 
The transfer books of the Corporation will not be closed. 

By Order of the Board of Directors, 


Washington, D. C. John Glandon Davies, 

September 27, 1969. Secretary 


ALL STOCKHOLDERS ARE REQUESTED TO FILL IN AND SIGN THE ENCLOSED 
PROXY AND RETURN IT PROMPTLY IN THE ENCLOSED ENVELOPE TO THE CORPO¬ 
RATION SO THAT THEIR STOCK MAY BE VOTED. THE ENVELOPE REQUIRES NO 
POSTAGE IF MAILED IN THE UNITED STATES. 
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and Interstate National Corporation 
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NATIONAL STUDENT MARKETING CORPORATION 


SPECIAL MEETING OF STOCKHOLDERS 


PROXY STATEMENT 

This Proxy Statement is furnished in connection with the solicitation of the enclosed proxy by the 
management of National Student Marketing Corporation for use at a Special Meeting of Stockholders of 
the Corporation to be held on October 8, 1969 at 10 o’clock A M. Washington, DC. time and at 
any adjournment or adjournments thereof. The proxy may be revoked by a stockholder by notice to 
the Corporation at any time before it is voted. Unless revoked, shares represented by valid proxies 
will be voted on all matters to be acted upon at the meeting, and on any matter or matters with respect 
to which the proxy contains instructions for voting such shares will be voted in accordance with such 
instructions. 

Die cost of solicitation of proxies will be borne by the Corporation. The Corporation will request 
banks and brokers to solicit their customers who have a beneficial interest in the Corporation’s stock 
registered in the names of nominees and will, upon request, reimburse such banks and brokers for their 
reasonable out-of-pocket expenses of such solicitations. In addition to the use of the mails, solicitations 
may be made by employees of the Corporation by telephone, telegraph and personal interview. The 
Corporation does not expect to pay compensation to any individual for the solicitation of proxies. 

At the close of business on September 3, 1969 the Corporation had outstanding 2,904,555 shares of 
Common Stock, par value $.025 (exclusive of 7,001 shares held in the treasury), which will be entitled 
to vote at the Special Meeting. Each such share of Common Stock is entitled to one vote. 

On September 3, 1969, Mr. Cortes W. Randell owned beneficially and of record 459,950 shares of 
Common Stock, which represented approximately 15.8% of the voting securities of the Corporation then 
outstanding. Mr. Randell has expressed his intention to vote all of the shares of Common Stock owned 
beneficially and of record by him in favor of each proposal below. The holders of record and beneficially 
of 191,000 shares of Common Stock have also expressed their intention to vote such shares in favor of 
Proposal 1 below. In addition, specific commitments in writing have been obtained from the holders of 
record and beneficially of 1,089,004 shares of Common Stock with respect to their approving Proposal 1 
below. The total number of shares to be voted in favor of Proposal 1 below pursuant to the above 
commitments aggregates 1,739,954 shares or 59.9% of the outstanding voting stock of the Corporation. 

L REDUCTION in par value of and increase in authorized common stock 

The Board of Directors recommends that the stockholders approve at the Special Meeting an 
amendment to the Corporation’s Articles of Incorporation, the text of which is included in Schedule A 
hereto. Such amendment would reduce the par value of the Common Stock from $.025 to $.01 per share 
and increase the number of authorized shares of Common Stock from 3,000,000 to 7,500,000 shares, 
each of the par value of $.01. 

The authorized capital stock of the Corporation presently consists of 3,000,000 shares of Common 
Stock, par value $.025 per share, of which, as noted above, 2,904,555 shares were issued and outstanding 
at the close of business on September 3, 1969. Existing and proposed commitments to issue the remaining 
authorized but unissued shares of Common Stock and a portion of the increased number of such shares 
resulting upon the effectiveness of the proposed amendment are as follows: 

(1) A maximum of 200,000 shares of Common Stock may be issued upon the exercise of 
options granted or to be granted pursuant to the Employees Qualified Stock Option Plan (1968) 
and Employees Qualified Stock Option Plan B (1968), both of which plans have been previously 
adopted by the stockholders. 
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(2) A maximum of 50,000 shares of Common Stock may be issued pursuant to “earn out” 
provisions contained in agreements relating to past acquisitions. 

(3) Pursuant to an Agreement and Plan of Reorganization dated as of January 31, 1969 
among NSMC and all of the stockholders of Impressions By M. Inc., NSMC is required to deliver, 
within five days after the filing of Articles of Amendment to the Articles of Incorporation of NSMC 
increasing the number of authorized shares of Common Stock, an additional 297,000 shares of 
such stock to such former stockholders of Impressions By M. Inc. At the time of the closing of 
such transaction the number of authorized but unissued shares of Common Stock was insufficient 
to complete the transaction without partial deferment of delivery of the Common Stock due under 
the agreement. 

(4) Pursuant to ar. agreement between NSMC and Cortes W. Randell, NSMC borrowed from 
Mr. Randell 110,000 shares of NSMC Common Stock owned by him in order to complete the 
acquisition of Impressions By M. Inc. on Ap--il 24, 1969. Under a separate agreement between 
NSMC and Mr. Randell, NSMC borrowed from Mr. Randell 130,000 shares of NSMC Common 
Stock owned by him to enable NSMC to raise requisite working capital through a sale of such 
shares pursuant to certain Stock Purchase Agreements dated May 8, 1969 with certain institutions. 
Pursuant to such agreements between NSMC and Mr. Randell, NSMC is required to issue, within 
five days after the filing of Articles of Amendment to the Articles of Incorporation of’NSMC 
increasing the number of authorized shares of Common Stock, an aggregate of 240,000 shares of 
such stock to Mr. Randell. 

(5) If the Employees’ Qualified Stock Option Plan (1969) is adopted at this Special Meeting, 
a maximum of 100,000 shares of Common Stock may be issued upon the exercise of options 
granted or to be granted thereunder. See Proposal 2 for a description of such plan. 

(6) If the merger of Interstate National Corporation into NSMC is consummated, a maximum 
of 1,000,000 shares of Common Stock may be issued in connection with such transaction. See 
Proposal 3(a) for a description of such transaction. 

(7) If the mergers of Five-Dollar-A-Day-Tours, Inc. and Frommer-Pasmantier Publishing 
Corporation into NSMC are consummated, 249,651 shares of Common Stock will be issued in 
connection with such transactions of which 73,500 shares will be deposited in escrow subject to 
possible return in the event of Loss or Earnings Deficiency as defined and 49,000 shares will be 
deposited in escrow subject to possible return in the event of no declines in the market value of 
NSMC Common Stock. See Proposal 3(b) for a description of such transactions. 

(8) If the merger of Mar-Clay Mills, Inc. into NSMC is consummated, 300,000 shares of 
Common Stock will be issued in connection with such transaction of which 140,000 shares will be 
deposited in escrow subject to possible return in the event of Loss or Earnings Deficiency as 
defined. See Proposal 3(c) for a description of such transaction. 

(9) If the mergers of Mailbag International, Inc. and Mil Services, Inc., into NSMC are 
consummated, 90.434 shares of Common Stock will be issued in connection with such transactions 
of which 9,044 shares will be deposited in escrow to protect NSMC against defined losses. See 
Proposal 3(d) for a description of such transactions. 

(10) NSMC has entered into an Agreement and Plan of Merger dated July 24, 1969 with 
Plains Publications of Lubbock, Inc., a Texas corporation ("Plains"), pursuant to which Plains 
will be merged with and into NSMC. In connection with such transaction, the stockholder of Plains 
will receive from NSMC SI25.000 in cash and $1,206,734 in NSMC Common Stock valued at 
the average of the bid and asked prices of NSMC Common Stock on the over-the-counter market 
for the 30 trading days preceding the Effective Date of the merger. The Effective Date of the 
merger has been postponed until after December 31, 1969 in order to afford NSMC an opportunity 
of receiving and reviewing year-end financial statements of Plains. Approval of such merger will 
be sought from NSMC stockholders at the Annual Meeting of Stockholders in December, 1969. 
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(11) NSMC has entered into an Agreement and Plan of Reorganization dated April 16, 1969 
with Pennsbury Pottery, Inc., a Pennsylvania corporation (“Pennsbury”), pursuant to which NSMC 
will acquire all of the outstanding common stock of Pennsbury in cx ;hangc for 5,216 shares 
of NSMC Common Stock. 

Except for the issuances of shares of Common Stock referred to above, neither the Corporation nor 
any of its officers or directors has entered into any understanding or agreement which contemplates the 
issuance or sale of any of the shares of Common Stock. However, transactions which may involve the 
issuance of Common Stock are continually under review by management. 

A substantial portion of the Corporation’s growth under management’s program of broadening 
and diversifying operations in the youth market has been accomplished by the acquisition of going 
businesses in related fields. Accordingly, the Board believes that it is desirable and in the best interests 
of the Corporation and its stockholders to have additional shares of Common Stock available for whatever 
corporate purposes and opportunities may hereafter develop including possible acquisitions, equity 
financings, stock dividends or stock splits. Except as otherwise provided by statute or rule, adoption of 
the proposed amendment will save the time and expense of calling and holding special stockholders’ 
meetings in each instance where the need for additional shares of Common Stock may arise. 

The proposed reduction in par value will have the effec. of decreasing the Common Stock account 
by an amount equal to $.015 times the number of shares issued and outstanding upon the effectiveness of 
the proposed amendment and will increase the Additional Paid-in Capital account by the same amount, 
but will have no effect on me sum of such accounts nor on the Retained Earnings of the Corporation 
nor other characteristics of the Common Stock. 

If the proposed amendment to the Articles of Incorporation described herein is approved by stock¬ 
holders, it is expected that Articles of Amendment in substantially the form set forth as Schedule A to 
this Proxy Siatement will be filed at the close of business on October 8, 1969, in the office of the 
Commissioners of the District of Columbia, and will become effective at that time. The outstanding 
certificates representing Common Stock, par value $.025 per share, of the Corporation immediately 
prior to the effectiveness of such amendment should not be returned to the Corporation. Upon the 
effectiveness of such amendment each certificate representing Common Stock of the par value of $.025 
per share will continue to represent the same number of shares of Common Stock of the par value of $.01 
per share and should be retained. As such certificates are presented for transfer they will be replaced 
by certificates indicating a par value of $.01 per share. 

The affirmative vote of the holders of two-thirds of the outstanding shares of Common Stock 
entitled to vote is required to amend the Articles of Incorporation in order to give effect to the increase 
in the number of authorized shares of Common Stock and reduction in par value. 

The Board of Directors recommends that the stockholders vote “FOR” the proposal to amend the 
Articles of Incorporation to effect the increase in number of authorized shares of Common Stock and 
reduction in par value. Proxies solicited by management will be voted “FOR” the adoption of the 
amendment unless stockholders indicate in their proxies their desire to have their shares voted to the 
contrary. 


2. ADOPTION OF QUALIFIED STOCK OPTION PLAN (1969) 

Proposed New Plan • 

The Board of Directors has found that the granting of stock options constitutes one of the most 
effective methods of recruiting and retaining competent management personnel. Stock options also 
serve to provide greater incentive, and to strengthen the identity of interests between key employees 
and die Corporation. For this reason on January 5, 1968 the Board of Directors adopted an Employees’ 
Qualified Stock Option Plan (1968) (the “Plan"). The stockholders approved such Plan on the same day. 
Pursuant to such Plan, the Board of Directors was authorized to grant qualified stock options to purchase 


3 




/ 


c 


E 150 

Government'8 Exhibit 25 

up to 100,000 present shares of Common Stock, which may be treasury shares or authorised but unissued 
shares, to key employees of the Corporation, as recommended by the Stock Option Plan Committee, As 
of August i 2, 1969, qualified stock options under such Plan to purchase 73,500 shares of Common Stock 
were outstanding. 

On July 24, 1968 the Executive Committee adopted a second qualified stock option plan, entitled 
the Employees’ Qualified Stock Option Plan B (1968) (“Plan B”), subject to stockholder approval. 
Such action was ratified by the Board of Directors on September 18, 1968 and approved by stockholders 
at the December 16, 1968 Annual Meeting of Stockholders. Under Plan B the Board of Directors, upon 
recommendation of the Stock Option Plan Committee, was authorized to grant options to key employees 
to purchase 100,000 present shares of Common Stock, which may be treasury shares or authorized but 
unissued shares. As of August 12, 1969, qualified stock options under the Plan B to purchase 91,300 
shares of Common Stock were outstanding. 

On January 17, 1969, the Board of Directors adopted a new plan, Employees Qualified Stock 
Option Plan (1969) (“1969 Plan”) which is in all material respects identical to the Plan and Plan B 
referred to above. Under the 1969 Plan, the Board of Directors, upon recommendation of the Stock 
Option Plan Committee, may grant options to key employees to purchase up to 100,000 shares of Common 
Stock, which may be treasury shares or authorized but unissued shares. 

Options granted under the 1969 Plan may not be exercised prior to two years or later than five years 
from the date of grant. An option is exercisable by the holder thereof in whole or in part, except that each 
partial exercise of an option must be for at least 50 shares or for all the remaining sh?*res thereunder, 
whichever is less. 

The options are not transferable other than by will or by the laws of descent and distribution, and 
during the grantee’s lifetime shall be exercisable only by such grantee. Directors of the Corporation who 
are not regular employees thereof or any of its subsidiaries will not be eligible to participate in the 1969 
Plan. 


The 1969 Plan provides that the purchase price of the shares purchased pursuant to the exercise of 
any option shall be 100% of the fair market value of the Common Stock on the date on which the option 
was granted or such higher price as the Stock Option Plan Committee may establish as to any or all shares 
subject to the option. Payment in full of the purchase price for the shares purchased pursuant to the 
exercise of any option will be made upon exercise of the option. All shares sold under the 1969 Plan 
shall be fully paid and non-assessable. Proceeds received from the sale of shares pursuant to the 1969 
Plan will be used for general corporate purposes. 

Shares acquired by exercise of an option may not be transferred without such shares being first 
offered to the Corporation at the then current fair market value. In the event that the grantee ceases 
to be an employee of the Corporation after such grantee has exercised an option to purchase any or all 
of the shares subject to the option, he shall likewise first offer his shares to the Corporation at the then 
current fair market value. 

The grantee is required upon exercise of any option or portion thereof to represent that shares pur¬ 
chased under the 1969 Plan will not be assigned, transferred, pledged or hypothecated or be subject to 
execution, attachment or similar process so as to interfere with the rights of the Corporation to repurchase 
such shares. 

If any change occurs in the stock subject to the 1969 Plan, through subdivision, consolidation, capital 
adjustment, stock dividend, stock split or other change in the corporate structure, the Board of Directors 
shall make appropriate adjustments in the aggregate number of shares subject to the 1969 Plan and in the 
number and price of shares subject to outstanding options. 

The Board o. Directors may terminate the 1969 Plan at any time, and unless sooner terminated it 
will terminate on January 16, 1979. No such suspension or termination will affect options theretofore 
granted. 
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The Board of Directors also reserves the right to amend or revise the 1969 Plan with respect to any 
shares as to which options have not been granted without further approval by stockholders, except that 
the Board will not, without such approval, change the maximum number of share* which may be issued 
under the 1969 Plan, reduce the option price per share below the minimum price set forth above, change 
the class of employees eligible to participate or extend the term of the 1969 Plan, except as referred to 
above. 

Options to purchase 93,675 shares of Common Stock at prices ranging from $27 to $42 per share 
have been granted under the 1969 Plan, subject to approval of the 1969 Plan by the stockholders at the 
Special Meeting. 

It is intended that options granted under the 1969 Plan will constitute "qualified stock options” as 
defined in Section 422 of the Internal Revenue Code. If an employee holds the stock purchased upon 
exercise of an option for three years, he will realize no income for Federal income tax purposes upon the 
granting or exercise of the option, and upon a sale of such shares after such three year holding period he 
will realize a long-term capital gain or loss equal to the difference between the amount realized upon such 
sale and the purchase price paid upon exercise of such option. If the stock is held for such three year 
period, the Corporation will not be entitled to any deductions for Federal income tax purposes. 


Previously Granted Options 

The following table sets forth information with respect to all qualified stock options and all other 
options granted during the period from May 20, 1966, the date of incorporation of the Corporation, 
through August 12, 1969, to (a) each director and (b) all directors and officers of the Corporation u 
a group during such period. 


Name of Individual or 

No. of 

Data of 

Price 

Eiplradoa 

Identity of Group 

Shares* 

Grant 

Par Share 

Date 

Ralph P. Hoagland, III 

2,500(1) 

1/ y/68 

$ 6.00 

12/31/71 

John G. Davies 

2,600(2) 

12/ 5/68 

29.50 

12/ 4/73 


7,400(2) 

1/13/69 

27.00 

1/12/74 

James F. Joy 

3,000(3) 

6/30/69 

41.00 

6/29/74 

All Officers and Directors as a Group 

4,000(4) 

5/10/68 

7.50 

5/ 9/73 


7,000(4) 

5/20/68 

10.00 

5/19/73 


8,000(2) 

7/25/68 

18.75 

7/24/73 

• 

1,850(2) 

8/ 1/68 

18.50 

7/31/73 


2,000(2) 

8/ 2/68 

19.50 

8/ 1/73 


6,000(2) 

12/ 1/68 

29.50 

11/30/73 


3,000(2) 

12/ 5/68 

29.50 

12/ 4/73 


4,000(2) 

1/13/69 

27.00 

1/12/74 


7,000(3) 

3/24/69 

37.00 

3/23/74 


1,150(3) 

4/28/69 

38.50 

4/27/74 


1,750(3) 

7/ 2/69 

41.50 

7/ 1/74 


• Adjusted to reflect 2 for 1 stock split on December 19, 1968. 

(1) Non-transferable options were granted to Mr. Hoagland and his wife in connection with the acquisition of 
New England Subscription Service, Inc. Mr. Hoagland disclaims any beneficial interest in such option to purchase 
2,500 shares granted to his wife and a qualified stock option to purchase 1,000 shares of Common Stock granted to 
her on February 29, 1968 as an employee of New England Subscription Service, Inc. Mr. Hoagland wu a director 
of tbe Corporation until September 1968. 

(2) Qualified stock options granted under Qualified Stock Option Plan B (1968). 

(3) Qualified stock options granted under Qualified Stock Option Plan (1969). 

(4) Qualified stock options granted under Qualified Stock Option Plan (1968). 

No options granted by the Corporation have been exercised. 
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During the period from May 20, 1966 through August 12, 1969 employees of the Corporation were 
granted optnns unde, the three Qualified Stock Option Plans to purchase an aggregate of 293,675 shares 
of the Corpc anon’s Common Stock at option prices ranging from $3 to $42, including terminated 
options covering 35,450 shares. 

The affirmative vote of two-thirds of the outstanding shares of Common Stock of the Corporation 
is required to adopt the 1969 Plan. 

The Board of Directors recommends adoption by the stockholders of the Qualified Stock Option 
"'an (1969) in order that the Corporation may continue to enable key employees contributing to the 
success of the Corporation to obtain a proprietary interest in the Corporation and ensure thereby a high 
degree of management incentive. Proxies solicited by management will be voted “FOR” the adoption of 

the 1969 Plan inless stockholders indicate in their proxies their desire to have their shares voted to the 
contrary. 


3. MERGER PROPOSALS 

NS.WC has entered into several agre ments providing for the mergers of the following companies 
with and into NSMC: interstate National Corporation, Five-Dollar-A-Day Tours, Inc., Frommer-Pas- 
mant.er Pubhsh.ng Corporation. Mar-Clay Mills, Inc., Mailbag International, Inc. and Mil Services, Inc. 
Each merger is described in more detail below. In the opinion of the Board of Directors of NSMC the 
proposed acquisitions represent sound diversification of NSMC’s present products and services and will 
further strengthen NSMC’s corporate structure. It is believed that NSMC’s access to the youth market 
will materially increase the sales of the companies acquired. Such companies represent businesses such 
as insurance, travel, direct mail solicitation and hosiery. Approval of the acquisition program requires 
the affirmative vote of the holders of two-thirds of the outstanding shares of Common Stock of NSMC. 
bach of the merger agreements described below has been unanimously approved by the Board of Directors 

/At * 


According to the terms of each agreement described below, NSMC may terminate such agreement 
if the holders of more than 2% of the outstanding Common Stock of NSMC vote against approving such 
agreement and exercise their rights as dissenting stockholders under Section 73 of the Business Corpo¬ 
ration Act of the District of Columbia (attached hereto as Schedule I). 


Although each proposed merger requires the approval of the stockholders of the companies to be 
merged into NSMC, the holders of all the outstanding stock of each of such companies, except Interstate 
1 atlonal Corporation, are parties and signatories to the merger agreements. The agreement with Inter¬ 
state National Corporation requires the affirmative vote of the holders of a majority of outstanding 
shares of Interstate Common and Preferred Stock voting as separate classes. The Board of Directors of 
Interstate National Corporation has unanimously approved the merger and recommended to the Interstate 
stockholders that they vote in favor of it. Any dissenting stockholder of Interstate National Corporation 
who complies with Chapter 78.505 of the Domestic Corporation Law of the State of Nevada, and who 
votes against the merger, files a written objection to the merger at or prior to the vote and demands 
payment for his shares shall be entitled 'o receive from NSMC the cash value of his Interstate shares. 


NSMC believes that the consummation of the proposed mergers will not result in any recognizable 
gam or loss for federal income tax purposes to either NSMC or to the holders of any of its outstanding 
shares, except for stockholders who exercise their statutory appraisal rights. 

The following pages contain financial information with respect to NSMC and the combined com- 
pamc" wh.ch will result from the proposed mergers in the event that (i) the Interstate merger is approved 
> u n erstate stockholders and (u) the Interstate merger is not so approved. See “Index to Financial 
statements on page F I with respect to the location of particular financial statements. 


Your Board recommends that you vote “FOR” approval of each of the agreements described below. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES, 

INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES, 

THE FROMMER GROUP OF COMPANIES, MAR-CLAY MILLS, INC. 

AND THE MAILBAG GROUP OF COMPANIES 

PRO FORMA COMBINED STATEMENT OF EARNINGS 
(Unaudited) 

The following pro forma combined statement of earnings has been prepared by combining, as described in note C below, 
the consolidated statement of earnings of National Student Marketing Corporation and subsidiaries with the statements of 
earnings of Interstate National Corporation and subsidiaries, the Frommer Group of Companies, Mar-Clay Mills, Inc., and 
the Mailbag Group of Companies. This pro forma statement, the compilation of which has been reviewed by Peat, Marwick, 
Mitchell & Co., independent certified public accountants, as set forth in their report appearing elsewhere in this proxy 
statement, should be read in conjunction with the financial statements and notes thereto of the respective companies. 


Nine mouths coded 
Ms; 31, or 

Year (Note A)_ June 30, (Not* A) 



1964 

1963 

1966 

1967 

1968 

1968 

1969 

Income: 








Services .. 

$ 1,104.403 

$ 3,309,769 

$ 4,470.203 

S 7,730,365 

$10,675,540 

$ 4,908,615 

$ 6,064,803 

Sale of products . 

1,936,965 

1,671,693 

2,280,350 

4,123,312 

7,829,959 

4,700.132 

12,189,499 

Insurance premium income 

9,226,144 

11,202,004 

12,868,039 

14,334,710 

14,688,046 

10,067,280 

10,729.954 

Commissions .. 

1.923.068 

2,141,369 

2,395,116 

2,503,835 

2,749,231 

2.1M.856 

3,106,629 

Management fees 

69,126 

70,435 

77,616 

174.764 

291,424 

132,046 

135,017 

Net investment income 

538,621 

665,011 

887,564 

970,340 

1,057,305 

737,749 

943,874 

Other 

73,713 

88,971 

(70,980) 

145.108 

183,696 

292,615 

159,257 

Total income 

14,912,040 

19,149,252 

22,907,908 

29,982,434 

37,475,201 

22,950,293 

33,329,033 

Costs and expenses: 








Cost of sales . 

2.364,858 

3,866,921 

4.986.444 

7,926,373 

12,417,459 

6,230,934 

11,598,656 

Losses and loss adjustment expenses 








incurred 

6,206,338 

7,641,200 

8,531,476 

9,550,363 

9,275,699 

6,492,790 

6,731,454 

Commission nd brokerage 

1,181,461 

1.468,185 

1,561,455 

1,988,157 

2,798,775 

1,737,204 

1,763,002 

Selling, general and administrative 








expenses 

5.090,981 

6,085,327 

7,388,911 

9,362,948 

10,851,360 

7,316,620 

10,116,847 

Total costs and expenses 

14.843.638 

19,061,633 

22,468,286 

28.827.841 

35,343,293 

21,777,548 

30,209,959 

Operating income 

68.402 

87.619 

439,622 

1,154,593 

2,131,908 

1,172.745 

3,119,074 

Other income _ 

3,710 

23,351 

34,929 

18,074 

18,926 

20,413 

29,720 


72,112 

110,970 

474,551 

1,172,667 

2,150,834 

1,193,158 

3,148,794 

Other deductions: 








Interest . 

31,018 

24,393 

50,567 

109,366 

148,531 

98,222 

312,573 

Other .. 

— 

553 

19,151 

30,712 

2,089 

4,467 

949 

Total other deductions 

31,018 

24,946 

69,718 

140,078 

150,620 

102,689 

313,522 

Earnings before income taxes 








and extraordinary items 

<1.094 

86,024 

404,833 

1,032,589 

2,000.214 

1,090,469 

2,835,272 

Provision for taxes on income: 








Federal and state—current 

— 

— 

135,853 

407,338 

560,473 

265,125 

854,360 

Federal and state—deferred 

28,104 

26,310 

— 

34,000 

241,769 

121,500 

288,388 

Canadian—current 

— 

— 

— 

5,580 

21,620 

22,706 

— 

Total taxes 

28,104 

26,310 

135,853 

446,918 

823,862 

409,331 

1,142,748 

Earnings before elimination 








of portion of earnings of 








company being acquired 








accounted for as a part 








purchase, pan pooling of 








interests 

3 12,990 

$ 59,714 

$ 268,980 

$ 585,671 

$ 1,176,352 

$ 681,138 

$ 1,692,524 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES, 
INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES, 

THE FROMMER GROUP OF COMPANIES, MAR-CLAY MILLS, INC. AND 
THE MAILBAG GROUP OF COMPANIES 


FRO FORMA 

COMBINED STATEMENT OF EARNINGS, Continued 
(UNAUDITED) 

Year (Note A) 

Nine months ended 
May 31, or 

June 30, (Note A) 


1964 

1965 

1966 

1967 

1968 

1961 

1969 

Earnings before elimination 
of portion of earnings of 
company being acquired 
accounted for as a part 
purchase, part pooling of 
interests brought forward 

$ 12,990 

$ 59,714 

$ 268,980 

S 585,671 

SI.176,352 

S 681,138 

$1,692,524 

Elimination of portion of earnings of com¬ 
pany being acquired accounted for as a 
part purchase, part pooling of interests 
(Note C) 

15.193 

8,154 

9,949 

62.227 

18,188 

9,832 

57,712 

Earnings (loss) before extra¬ 
ordinary items 

(2.203) 

51,560 

259,021 

523.444 

1.158 164 

671.306 

1.634.812 

Extraordinary items: 

Federal income tax reduction: 

Carryforward of prior years’ op¬ 
erating loss 



600 

7,000 

116,418 

93,519 

167,767 

Reduction of provision for defer¬ 
red Federal income tax as a 
result of net operating losses 





188,750 

100,000 

376,123 

Net realized gain on investments, net 
of Federal tax of $24,500 in 1969 

482,593 

233.195 

13,156 

42,697 

127,487 

40,683 

117,922 

Reduction in value of investment in 
wholly-owned subsidiary 

_ 


_ 


(77.496) 


_ 

Elimination of portion of extraordi¬ 
nary item of company being ac¬ 
quired accounted for as part pur¬ 
chase, part pooling of interests 
(Note C) 





(28.674) 



Net extraordinary items 

482.593 

233,195 

13,756 

49,697 

326.485 

234.202 

661.812 

Net earnings before pro 
forma adiustmentt 

480,390 

284,755 

272,777 

573,141 

1,484,649 

905,508 

2,296,624 

Pro forma adjustment—executive profit- 
sharing. net of Federal income taxes 
(Note B) 

147.445 

141,201 

140.982 

150.650 

131,680 

116,386 

13.168 

Net earnings after pro forma 
adjustment 

5 627,835 

$ 425,956 

$ 413,759 

$ 723,791 

$1,616,329 

$1,021,894 

$2,309,792 

Average shares of common stcok or com¬ 
mon stock equivalents (Note D) 

1.869.706 

2.811.432 

3,166.938 

3.563,716 

3,779.213 

3.666.913 

4.238.436 

Earnings per share (Note D): 

Earnings before extraordinary items 

$ — 

$ 02 

S 08 

$ 15 

S .31 

$ .18 

$ .39 

Extraordinary items 

26 

.08 

.01 

01 

09 

06 

.16 

Net earnings before pro 
forma adjustment 

• .26 

10 

09 

16 

.40 

.24 

.55 

Pro forma adjustment of executive 
profit sharing net of Federal income 
tax (Note B) 

.08 

.05 

04 

04 

.03 

.03 


Net earnings after pro forma 
adjustment 

S 34 

S .15 

S .13 

S .20 

S .43 

$ .27 

$ 55 

Book value per share 







$4 58 

Notes: 









(A) The pro forma combined statement of earnings includes various fiscal years of the respective companies included therein. 
Reference should be made to the statements of earnings of the individual companies (including subsidiaries when applicable) for additional 
information in this regard. 

(B) The pro forma adjustment reflects the elimination (net of tax) of the cost of bonuses paid to certain officers of Geo. F. Brown 
& Sons. Inc (a subsidiary of Interstate National Corporation) under an agreement discontinued on October 31, 1968. These individuals 
have signed employment agreements which provide for remuneration equivalent to the approximate amounts of previous salaries excluding 
bonuses. 

(C) The financial statements of the companies included in the pro forma combined statement of earnings have been combined on a 
pooling of interests basis except for the Mailbag Group of Companies which is included as a partial pooling (63%) and a partial purchase 
07%). For additional information concerning the pro forma accounting treatment given the Mailbag acquisition, reference should be 
made to the notes to the pro forma combined ha'ance sheets included elsewhere in the proxy statement. 

(D) Earnings per share have been computed on average National Student Marketing Corporation shares of common stock outstanding 
after giving effect to the proposed exchanges of its shares for the acquisition of the companies included with National Student Marketing 
Corporation in the pro forma combined statement of earnings, based on average shares outstanding of the individual companies. The 
computation does not include additional shares of National Student Marketing Corporation which may be released from escrow for incre¬ 
mental earnings of proposed acquisition companies in future periods or as guarantees for market price fluctuations in National Student 
Marketing Corporation common stock (see notes to the pro forma combined balance sheet included elsewhere in the proxy statement). 
There would be no material reduction in earnings per share on a fully diluted basis. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES, 

THE FROMMER CROUP OF COMPANIES, MAR-CLAY MILLS, INC. AND 
THE MAILBAG GROUP OF COMPANIES 

PRO FORMA COMBINED STATEMENT OF EARNINGS 
(Unaudited) 

The following pro forma combined statement of earnings has been prepared by combining, as described in note B 
below, the consolidated statement of earnings of National Student Marketing Corporation and subsidiaries with the 
statements of earnings of the Froinmer Group of Companies, Mar-Clay Mills, Inc,, and the Mailbag Group of Companies. 
This pro forma statement, the compilation of which has been reviewed by Peat, Marwick, Mitchell & Co., independent 
certified public accountants, as set forth in their report appearing elsewhere in this proxy statement, should be read in 
conjunction with the financial statements and notes thereto of the respective companies. 

Nine months ended 

__ Year (Note A) __ May 31 



1964 

1965 

1966 

1967 

1968 

1968 

1969 

Income: 








Services 

SI, 104,403 

$3,309,769 

$4,470,203 

$ 7,730,365 

$10,675,540 

$4,908,615 

$ 6,064,803 

Sale of products 

1,956,965 

1,671,693 

2,280,350 

4,123,312 

7,829,959 

4,700,132 

12,189,499 

Commissions 

— 

42.268 

40,574 

38,144 

43,743 

85,064 

764,679 

Total income 

3,061,368 

5,023,730 

6,791,127 

11,891,821 

18,549.242 

9,693,811 

19,018,981 

Costs and expenses: 








Cost of sales 

Selling, general and administrative 

2,364,858 

3.866,921 

4,986,444 

7,926,373 

12.417,459 

6,239,934 

11,598,656 

expenses 

619,028 

1.074.894 

1,760,042 

2,982.591 

4,403,809 

2,303,755 

5.454,405 

Total costs and expenses 

2,983,886 

4,941,815 

6,746,486 

10.908,964 

16,821,268 

8,534,689 

17,053,061 

Operating income 

77,482 

81,915 

44.641 

982.857 

1.727,974 

1,159,122 

1,965,920 

Other income 

3,710 

23,351 

34,929 

18,074 

18,926 

20,413 

29,720 


81,192 

105.266 

79,570 

1.000.931 

1,746,900 

1,179,535 

1,995,640 

Other deductions: 








Interest 

31,018 

24,393 

50,567 

109,366 

148.531 

98,222 

312,573 

Other 

— 

553 

19,151 

30.712 

2^)89 

4,467 

949 

Total other deductions 

31,018 

24,946 

69,718 

140,078 

150,620 

102,689 

313,522 

Earnings before income 








taxes and extraordinary 
items 

50,174 

80.320 

9.852 

860.853 

1.596.280 

1,076,846 

1,682,118 

Provision for taxes on income: 








Federal and state—current 

— 

— 

66,853 

407,338 

534.473 

283,925 

531,650 

Federal and state—deferred 

21,104 

20,310 

— 

41.000 

241.769 

121,500 

288,388 

Canadian—current 

— 

— 

— 

5,580 

21.620 

22,706 

— 

Total taxes 

21,104 

20,310 

66.853 

453,918 

797,862 

428.131 

820,038 

Earnings before elimina- 








lion of portion of earn¬ 
ings of company being 
acquired accounted for 








as a part purchase, pari 
pooling of interests 

S 29,070 

S 60.010 

$ (57,001) 

$ 406.935 

S 798,418 

$ 648.715 

$ 862.C80 





\ '■ 


E 1 jo 

Government'8 Exhibit 25 


NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES, 
THE FROMMER GROUP OF COMPANIES, MAR-CLAY MILLS, INC. AND 
THE MAILBAG GROUP OF COMPANIES 

PRO FORMA COMBINED STATEMENT OF EARNINGS, Continued 

(Unaudited) 





Year (Note A) 



Nine months ended 
May 31 


1964 

1965 

1966 

1967 

1968 

1968 

1969 

Earnings before elimina¬ 
tion of portion of earn¬ 
ings of company being 
acquired accounted for 
as a part purchase, part 
pooling of interests 
brought forward 

$ 29,070 

$ 60,010 

$ (57,001) 

$ 406,935 

$ 798,418 

$ 648,715 

$ 862,080 

Elimination of portion of earnings of 
company being acquired accounted 
for as a part purchase, part pooling 
of interests (Note B) 

_15,193 

8,154 

9,959 

62,27.7 

18,188 

9,832 

57,712 

Earnings (loss) before 
extraordinary items 

13,877 

51,856 

(66,960) 

344,708 

780,230 

638,883 

804,368 

Extraordinary items: 

Federal income tax reduction: 

Carryforward of prior years' 
operating loss 



600 

7,000 

116,418 

93,519 

167,767 

Reduction of provision for de¬ 
ferred Federal income tax 
as a result of net operating 
losses 





188,750 

100,000 

288,388 

Reduction in value Of investment 
in wholly-owned subsidiary 


_ 



(77,496) 



Elimination of portion of extra¬ 
ordinary item of company being 
acquired accounted for as part 
purchase, part pooling of inter¬ 
ests (Note B) 





(28,674) 



Net extraordinary items 

— 

— 

600 

7.000 

198,998 

193,519 

456,155 

Net earnings 

$ 13,877 

$ 51,856 

$ (66,360) 

$ 351,708 

$ 979,228 

$ 832,402 

$ 1,260,523 

Average shares of common stock or 
common stock equivalents (Note C) 

972,826 

1,915,552 

2,342,826 

2,750,826 

2,958,826 

2,846,526 

3.417,535 

Earnings per share (Note C): 

Earnings before extraordinary 
items 

$.01 

$.03 

$(-03) 

$.13 

$.26 

$.22 

$ .24 

Extraordinary items 

— 

— 

_ 

__ 

.07 

.07 

.13 

Net earnings 







$01 

$03 

$(.03) 

$.13 

$.33 

L29 

$ .37 


Book value per share 


■o 


i A) The pro forma combined statement of earnings includes various fiscal years of the respective companies included therein. 
Reference should be made to the statements of earnings of the individual companies (including subsidiaries when applicable) for additional 

information in this regard. 

(B) The financial statements of the companies included in the pro forma combined statement of earnings have been combined on a 
^37%? ,nlcrcsls ^ as,s cxcc P l for the Mailbag Group of Companies which is included as a partial pooling (63%) and a partial purchase 

<C ) Earnings per <hare have been computed on average National Student Marketing Corporation {hares of common stock outstanding 
utter giving effect to the proposed exchanges of its shares for the acquisition of the companies indudeowvith National Student Marketing 
c orporution in the abeve pro forma combined statement of earnings, based on average shares outstanding of the individual companies. The 
womputution does not include additional shares of National Student Marketing Corporation which may be released from escrow for incre¬ 
mental earnings of proposed acquisition companies in future periods or as guarantees for market price fluctuations in National Student 
Marketing c orporatun common stock There would be no materia] reduction in earnings per share on a fully diluted basis. 
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COMPARATIVE PER SHARE DATA 

The following tabulation sets forth comparative information for National Student Marketing Corporation and subsidiaries 
(NSMC) and Interstate National Corporation and subsidiaries with respect to dividends, book value and historical earnings per 
share, the pro forma earnings per share of NSMC Common Stock and for the equivalent number of shares of NSMC Common Stock 
to be issued in exchange for the shares of acquisition companies. The following tabulation also includes comparative information 
with respect to the bid price of the Common Stock of National Student Marketing Corporation and Interstate National Corporation. 





Years 



Nbns Months 

Earnings per share: 

1964 

If 65 

1966 

1967 

1968 

1968 

1*69 

National Student Marketing Corporation and Subsidiaries: 








Actual: 








Net earnings (loss) before extraordinary credit 

$(01) 

$ .01 

$ .04 

$ .16 

$ .22 

$ .19 

$ .14 

Extraordinary credit 

— 

— 

— 

— 

.08 

.04 

.10 

Net earnings (loss) . 

(.01) 

.01 

.04 

.16 

.30 

.23 

.24 

Pro forma on a pooling of interests basis: 






-- 


Including all tbe proposed acquisition companies: 








Earnings (loss) before extraordinary items 

— 

.02 

.08 

.15 

.31 

.18 

.39 

Extraordinary items 

.26 

.08 

.01 

.01 

.09 

.06 

.16 

Net earnings before pro-forma adjustment 

.26 

.10 

.09 

.16 

.40 

.24 

.55 

Pro-forma adjustment 

.08 

.05 

.04 

.04 

.03 

.03 

- 

Net earnings after pro-forma adjustment 

.34 

.15 

.13 

.20 

.43 

.27 

^55 

including all proposed acquisition companies except 

' 




' 



Interstate: 








Earnings (loss) before extraordinary items 

.01 

.03 

(-03) 

.13 

.26 

.22 

.24 

Extraordinary items 

— 

— 


— 

.07 

.07 

.13 

Net earnings 

.01 

.03 

(03) 

.13 

.33 

.29 

.37 

Interstate National Corporation and Subsidiaries: 

““ —— 







Actual (note B): 








Earnings before extraordinary items 

(.01) 

__ 

.26 

.15 

.31 

.03 

.67 

Extraordinary items 

(-36) 

.17 

.01 

.03 

.10 

.03 

.17 

Net earnings before pro-forma adjustments 

.35 

.17 

.27 

.18 

.41 

.06 

.84 

Pro-forma adjustments 

.11 

.11 

.11 

.12 

.11 

.09 

.01 

Net earnings after pro-forma adjustments 

.46 

.28 

~ .38 

.30 

.52 

.15 

.85 

Pro forma NSMC Shares (note A): 






— 


Including all proposed acquisition companies: 








Farnings before extraordinary items 

— 

.01 

.05 

.10 

.21 

.12 

.26 

Extraordinary items 

.17 

.05 

.01 

.01 

.06 

.04 

.10 

Net earnings before pro-forma adjustments 

.17 

.06 

.06 

.11 

.27 

.16 

36 

Pro-forma adjustments 

.05 

.03 

.03 

.03 

.02 

.02 


Net earnings after pro-forma adjustments 

.22 

.09 

.09 

.14 

.29 

.18 

.36 

Including all proposed acquisition companies except 






— 


Interstate: 








Earnings before extraordinary items 

.01 

.02 

(02) 

.09 

.17 

.15 

.16 

Extraordinary items 

— 

— 


— 

.05 

.05 

.09 

Net earnings 

$ 01 

$ .02 

$(02) 

$ .09 

$ 22 

$ .20 

$ 25 

Dividends per share (notes B and C): 








Interstate National Corpoartion and subsidiaries: 








Actual 

.156 

.169 

.097 

— 

.058 

.016 

.088 


See notes on page 12 
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Book value per share as of May 31, 1969 (June 30, 1969 with respect to Interstate National Corporation and subsidiaries): 


National Student Marketing Corporation and subsidiaries: 

Actual . $3.13 

Pro-forma:, 

Including all proposed acquisitions 4.43 

Including all proposed acquisitions except Interstate 2.91 

Interstate National Corporation and subsidiaries: 

Actual . 7.17 

Pro-forma NSMC shares (note A): 

Including all proposed acquisitions 2.93 

Including all proposed acquisitions except Interstate 1.94 

Notes: 


(A) The equivalent earnings (or book value) shown as "Pro-forma NSMC shares" represents the pro forma 
combined earnings (or book value) per share of NSMC and proposed acquisitions on a pooling of interests basis 
adjusted to the number of (or fraction of) NSMC shares being received in exchange for each equivalent common stock 
share of Interstate National Corporation. 

(B) The dividends per share of Interstate National Corporation and subsidiaries include preferred and common 
stock dividends and have been calculated on the basis of the average number of shares of common stock outstanding 
(or which would have been outstanding on a pooling of interests basis) adjusted to reflect full conversion of all 
the outstanding preferred stock of the company. The earnings per share with respect to Interstate National Corporation 
and subsidiaries have been calculated on the same basis. 

(C) None of the companies other than Interstate National Corporation have paid dividends except for $20,000 
paid by National Student Marketing Corporation to its sole shareholder in connection with a reorganization prior to 
the shares of common slock of the company becoming publicly held. Consequently, no equivalent dividend data in 
terms of pro forma NSMC shares has been shown. 

The following table sets forth information with respect to the range of bid prices (adjusted for stock 
splits and stock dividends) for the NSMC Common Stock for the period since NSMC’s initial public 
offering in April, 1968, and for the Common Stock of Interstate for the periods indicated: 



NSMC 

Inleretatc 

Period 

High Bid 

Low Bid 

High Bid 

Low Bid 

1967- 

First Quarter 

% 


114* 

104* 

Second Quarter 

— 

— 

14V* 

107* 

Third Quarter 

— 

— 

13 Vi 

104* 

Fourth Quarter 

— 

— 

14 

11 

1968— 

First Quarter 

— 

— 

14V* 

124* 

Second Quarter 

15V* 

64* 

16Vi 

11 Vi 

Third Quarter 

41 Vi 

15 V* 

18V* 

13 Vi 

Fourth Quarter 

36V* 

23V* 

19V* 

15V* 

1969— 

First Quarter 

44 

27 

114* 

84* 

Second Quarter 

51 Vi 

39 

21 

9V* 

Third Quarter (to September 

15) 

49 

41 

264* 

19V* 


No public market exists for the stock of the other companies which are proposed to be merged into NSMC. 
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CAPITALIZATION 

The following tables set forth the capitalization of National Student Marketing Corporation and subsidiaries 
at August 31, 1969 and the pro forma combined capitalization which will result from the various proposed 

acquisitions. 

National Student Marketing Corporation (NSMC) and Subsidiaries and All Proposed Acquisitions 



NSMC and 
Subsidiaries 

Proposed 

Acquisitions 

Pro Forma 


Adjustments 

Combined 

Short-Term Debt: 

Secured notes payable to bank with various interest rates from 
yy 4 % to 9%, due at various dates 

S 280,376 

$ 13,208 

J — 

$ 293,584 

Unsecured notes payable to banks with various interest rates 
from 6'/t% to 9%, due at various dates through August 31, 
1970 . 

5,843,505 

45,113 


5,888,618 

T% unsecured note payable on September 17, 1969 

112,500 

— 

— 

112,500 


6,236,381 

58,321 

— 

6.294,702 

Long-Term Debt: 

4 % note payable, secured by common stock of subsidiary com¬ 
pany, payable in equal installments on September 1, 1970 and 
1971 ......... . 

3,000,000 



3,000,000 

Secured debt, 3%% to 7%, due 1969 through 1980 

527,075 

1,226,830 

— 

1,753,905 

Unsecured 7% note, payable on September 17, 1970 

112,500 

— 

— 

112,500 

Other . 

— 

— 

1,780,000 

1,780.000 


3,639.575 1.226,830 1,780,000 6,646,405 


Stockholders' Equity: 

Capital stock: 

National Student Marketing Corporation Common Stock, 
par value $.025 per share. Authorized 3,000,000 shares; 


issued 2,896.555 shares (pro forma 4,093,412) 

72,414(1) 

— 

29,921 

102,335 

Proposed acquisitions .. 

— 

1,348,551(2) 

(1.348.551) 

— 

Additional paid-in capital .. 

.. 7,869,865 

4,939,229 

680,977 

13,490,071 

Retained earnings ..:. 

.. 1,598.076 

3,694,055 

(108,330) 

5,183,801 

Treasury shares, at cost 7,001 shares . 

(11,889) 

(79,194) 

79,194 

(11,889) 


$9,528,466 

$9,902,641 

$ (666.789) 

$18,764,318 

The current portion of long-term debt reflected above 

is as follows: 




National Student Marketing Corporation and subsidiaries 


$ 40,182 


Mar-Clay Mills, Inc. 



161,418 





$201,600 
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National Student Marketing Corporation and Subsidiaries and all Proposed 
Except Interstate National Corporation 


Acquisitions 


Short-Term Debt 

Secured note payable to bank with various interest rates from 

7*4% to 9%, due at various rates . 

Unsecured notes payable to banks with various interest rates 
from 6 '/i% to 9%, due at various dates through August 31, 
1970 

7% unsecured note, payable on September 17, 1969 
Long-Term Debt 

4% note payable, secured by common stock of subsidiary com¬ 
pany, payable in equal installments on September 1 , 1970 
and 1971 

Secured debt, 334% to 7%, due 1969 through 1980 
Unsecured 7% note, payable on September 17, 1970 
Other . 

Stockholders' Equity 
Capital stock 

National Student Marketing Corporation: 

Common stock, par value $ 025 per share. Authorized 
3,000,000 shares; issued 2,896,555 shares (pro forma 
3,266,746) 

Interstate National Corporation: 

Preferred stock, no par value, stated value $20. 

Authorized 1,000,000 shares; issued 27,000 shares 
Common stock. $1 par value. Authorized 2,000,000 

shares; issued 700,000 shares * . 

Additional paid-in capital 
Retained earnings 
Treasury shares at cost 

Total Stockholders’ Equity 


NSMC and 


Pro 

Forma 

Subsidiaries 

Acquisitions 

Adjustments 

Combined 

$ 280,376 

$ 13,208 

$ — 

$ 293,584 

5,843,505 

45,113 


5,888,618 

112,500 

— 

— 

112,500 

6,236,381 

58,321 

— 

6,294,702 

3,000,000 



3,000 000 

527,075 

1,226,830 

_ 

1,753,905 

112,500 

— 

— 

112,500 

— 

— 

1,780,000 

1,780,000 

3,639,575 

1,226,830 

— 

6,646,405 

72,414 


9,320 

81,734 

— 

22,100 

(22,100) 

— 

— 

86,451 

(86.451) 

_ 

7,869,865 

133,985 

(459,228) 

7,544,622 

1,598,076 

848,447 

(108,330) 

2,338,193 

(11,889) 

— 

— 

(11,889) 

$9,528,466 

$1,090,983 

$ (666,789) 

$9,952,660 

97,000 shares 

of unissued i 

stock are committed to escrow 


agreements upon becoming available when additional shares are authorized. All are subject to the terms of various acquisition agree¬ 
ments whereby certain incremental earnings levels as defined in the acquisition agreements, must be met before these shares are 
released If such earnings are not met the shares will be returned to the Company. In addition to the foregoing, the Company has 
authorized the issuance of up to 236,000 shares under the terms of a qualified stock option plan. Under the terms of this plan 
the option must be exercised within five years from the date of issuance but may not be exercised prior to two years from such date. 
The shares of stock which may result to be issued and outstanding as a result of these commitments are not reflected in the above 
capitalization tables. 

(2) All of the outstanding stock of the proposed acquisition companies will be ow ied by National Student Marketing Corporation 
or its wholly-owned subsidiaries. 

16e capitalization tables reflect on a pro forma basis the issuance of NSMC capital stock for ail the proposed acquisitions 
as follows: 


Interstate National Corporation 
Frommer Group of Companies 
Mar-Clay Mills, Inc. 

Mailbag Group of Companies 


826,666 

128,801* 

160,000 

81,390 

1,196.857 


Includes 930 shares issued to shareholders of Travel Center, Inc., one of the Frommer Group of Companies, the acquisition 
of which has been consummated. 


The pro forma calculations of shares to be outstanding in connection with the proposed acquisitions do not reflect approxi¬ 
mately 445,000 shares subject to future "earn-out" and shares which may be issued in the event of declines in the market value of 
National Student Marketing Corporation stock under the acquisition agreements which are the subject of this proxy statement. 

(4) The authorized shares shown in the above capitalization tables as 3,000,000 would be increased to 7,500,000 on a pro forma 
basis, assuming approval of the increased authorized common stock by the stockholders which is a subject of this proxy statement 

(5) Annual rentals for lease of space amount to $872,148, $1,271,248 and $931,248 for NSMC; NSMC and all proposed 
acquisitions and NSMC and all proposed acquisitions except Interstate National Corporation, respectively. 
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V 

description of national student marketing corporation 

NSMC was incorporated in the District of Columbia on May 20, 1966 under the name National 
Student Marketing Service Inc. to assume the business and expand on the concept of a predecessor 
company, National Employment Services Institute, now a wholly-owned subsidiary of NSMC. Its 
principal executive offices are at 345 Park Avenue, New York, New York 10022. The terms ‘‘Company” 
and “Corporation" as used under this caption “Description of National Student Marketing Corporation" 
refer to National Student Marketing Corporation and its divisions and subsidiaries, foreign and domestic, 
unless the context otherwise requires, while the term “NSMC” will refer solely to the parent corporation. 

Business 

Through its divisions and subsidiaries, the Company provides a diversified range of non-traditional 
advertising, promotional, and marketing services designed to reach and influence the buying habits of 
the youth market, defined by the Company as consumers between the ages of 16 and 24, with particular 
stress on the college and high school student market. Direct communications media are provided on a 
fixed fee and commission basis to client companies wishing to reach the youth market and are also used 
to promote sales of the Company’s own products and facilities. 

NSMC, the parent corporation, maintains offices in seven U. S. cities and is the primary sales 
and distribution division of the Company. The media services offered by NSMC include direct mail 
advertising; promotional films on college campuses; advertising fliers handed to students; posters placed 
at high traffic centers on university campuses; and advertising on calendar desk pads distributed free to 
students in wirebound notebooks, and in freshman photo directories and university telephone directories 
published by the Company. In addition, NSMC provi es such services as on campus promotions, 
hand and mail sampling, market research, and the marketing and processing of special student discount 
offers, such as youth half fare airline cards and record club memberships. To market these services to 
company clients, NSMC maintains a staff of twenty-five salesmen primarily in major metropolitan areas 
with emphasis on New York City. 

The youth marketing serv ees offered by the Company are in part provided by certain wholly owned 
subsidiaries acquired during 1968 and 1969. Collegiate Advertising Ltd. (“Collegiate"), a British 
Columbia corporation acquired in January 1968, was engaged in a number of the above activities 
prior to its acquisition, with geographical focus on the western United States and Canada. Its operations 
have been essentially integrated into NSMC. New England Subscription Service Inc. is a Massachusetts 
corporation primarily engaged in the solicitation and processing of magazine subscriptions among college 
students in the New England states. 

In connection with the direct mail service offered to clients, Shaffer Enterprises, Inc. of Kansas 
City, Missouri (“Shaffer”), a large educational mail list company, maintains a computerized list of high 
school students used both in the Company’s direct mail program and also sold by Shaffer directly to 
specialized client users of such lists. National Scholastic List Co. Inc. of New York provides comparable 
services with respect to college student lists. 

Compujob Inc. and National Manpower Register Inc., both New York corporations, acquired in 
August and September 1968, respectively, permit the Company to offer client employers and prospective 
student employees the benefits of computerized job placement. This is an extension of the concept 
initiated in National Employment Services Institute, which is the publisher of the Recreation Employment 
Guide, the Career Employment Guide and the Overseas Employment Guide, now in their 10th edition, 
sold directly and through college stores to students. 

The products of the Company's divisions and subsidiaries are sold directly and also marketed in 
conjunction with overall planned promotional programs of NSMC. 

Institutional Directories, Inc., a Texas corporation, publishes telephone directories containing paid 
advertising under contracts with 33 university administrations throughout the United States. 

Lewis Bros. Ceramics, Inc., specializes in the design, decoration, glazing, and final fabrication 
of college oriented ceramics and glassware, such as fraternity beer mugs, decorative tiles and glasses, 
and other items bearing college, fraternity, organizational or personal insignias. Such decorated ceramic 
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items axe also offered as promotional or premium pieces to marketing and advertising clients of the Com¬ 
pany. Much of the raw ceramic production for Lewis Bros, is done by Pcnnsbury Pottery Inc., a Pennsyl¬ 
vania producer of ceramics. 

Rensela&r Corporation of Conshohocken, Pennsylvania, doing business under the name of Poster 
Prints, produces an extensive line of youth oriented posters, including personality, art, and travel posters. 
The Company selects appropriate designs, contracts for the printing, packages the finished product in 
tubes, and distributes it nationally through novelty, drug, department, and college bookstores, as weD as 
through maff order fulfillment. A line of black and white fine art reproductions known as "Studio One", 
suitable for home decoration, is also produced. Poster Prints also designs, produces, and sells a number 
of related novelty items catering to the youth market, such as badges and buttons, and is at present under 
exclusive contract with both major baseball leagues and the two major professional football leagues for 
the production and distribution of baseball and football poster*. 

The Colad Co., Inc. (“Colad") is one of the original manufacturers of laminated plastic book- 
cover* primarily for the high school and college market. Th "se bookcovers often bear advertising, 
and are manufactured in Colad's Buffalo, New York, plant on e-jumment much of which is held under 
patent by Colad. Colad also produces a line of notebooks, covers and small briefcases, all of which are 
subjected to the same laminating process and are marketed primarily through college stores as well as 
through Colad's basic marketing facilities. 

In April 1969, the Company acquired Impressions by M. Inc. ("Impressions"), and its subsidiary 
Watsnu Sportswear Inc. ("Watsnu”), both New York corporations specializing in the design and 
marketing of youth oriented slacks. The Company markets under the brand name "Impressions" 
a line of high style slacks, as well as a more traditional line of slacks with the accent on youth. Show¬ 
rooms and offices are maintained in New York City, with warehouse facilities in the South. 

The Company entered the field of youth travel through the acquisition in February 1969 of New 
England Travel Corporation (“NEC) which, under exclusive contract to the American Institute for 
Foreign Study (“A1FS") in 1968 sent 5,200 American high school students for accredited courses at 
study in prominent European universities, such as those located in Durham, England; Salamanca, Spain; 
and Grenoble, France. NET secures all transportation, lodging, meals, touring, sightseeing, and other 
related services to AIFS under a long terra non-cancellable service agreement. The number of student* 
in the NET/AIFS program for 1969 is 7,300. 

Through the facilities of Guest-Pac Corporation acquired in March 1969 the Company offer* 
a wide range of hand-sampling to its clients. Guest-Pac and its affiliate Campus-Pac assemble boxes 
containing non-competitive samples of approximately 8 to 10 nationally advertised products and distribute 
either directly or through college stores on campuses throughout the U.S. Guest-Pac also provides a 
comparable service to servicemen and to newly moved families. 

In September 1968 the Company established International Student Marketing Ltd. (“ISM"), a 
United Kingdom corporation, to develop and expand its penetration of the youth market in Western 
Europe. To date the activities of ISM have been limited to a 1969 summer program known as Rural 
Britannia, whereby qualified British university students are brought to the U S to serve as counselors in 
summer children's camps under the auspices of the American Camping Association. During 1969, 488 
such students came to the United States and ISM hopes to expand this program for future years. 

At the present time each division and subsidiary contributes to the overall range of products 
and services offered to clients wishing to reach the youth market or sold directly to such market. The 
particular activity of any division or subsidiary may at the same time be offered directly to an outside 
customer and integrated into an overall marketing plan sold by the Company to a major client. 

The Company relies equally upon sales of products and sales of services to contribute to profit¬ 
ability, with products contributing a gross profit margin of 5% more than services in 1968. Sale* of 
products in 1968 listed by category and in order of profitability, were as follows (1) miscellaneous 
products. (2) posters, and (3) wearing apparel. Their percentage of total product revenues was 30%, 
25% and 45%, respectively. Sales of services in 1968, listed by category and in order of profitability, 
were as follows (1) fixed fee contracts, (2) foreign study programs, and (3) prepared sales programs. 
Their percentage of total service revenues was 36%, 51% and 13%, respectively. 

Oltnls « . 

The services of the Company are primarily utilized by major national advertisers as a supplement to 
their use of traditional advertising media such as newspapers, television and radjo Such clients include 
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major drug and pharmaceutical companies, automobile manufacturers, publishers, airlines, record com¬ 
panies, and soft drink manufacturers. The normal commitment takes the form of an undertaking to 
utilize the Company’s services in a manner outlined in a proposal made by the Company, which proposal 
normally provides for the utilization of several of the various services offered by the Company in order to 
enhance the client’s penetration of the youth market. Thus, a typical proposal might include a poster 
wave, direct mail, and a promotional film program through the Company, a sampling program using 
the facilities of Guest-Pac Corporation, bookcover advertising through Colad Co., Inc., plus an advertise¬ 
ment in college telephone directories inserted by Institutional Directories, Inc. Thus, the Company is 
able to offer an integrated total marketing package to clients utilizing the facilities of a number of 
divisions and subsidiaries. Often such services would include the sponsorship of schools and other 
public institutions. During the cpring of 1969, the Company acted as marketing agent in the securing 
of sponsors for the first American College Theatre Festival conducted under the auspices of the Friends 
of the Kennedy Center and the Smithsonian Institution in Washington, D.C. 

Distribution 

The products and services created and produced by the Company are distributed nationally primarily 
through its network of approximately 700 college students who act as part-time representatives. These 
students are compensated by commission on the basis of the return from items passed out, posted, or in 
other ways promoted through their efforts. The students’ network is divided into 20 districts each of 
which is supervised by a district manager who in turn reports to one of 4 regional managers. Distribution 
of products and services not requiring immediate contact between the market and the student representa¬ 
tive, such as direct mail, is carried out from the Company’s local offices, primarily from its Washington 
office which is the center of mail fulfillment, and data processing of returns, commissions and other d 


Facilities 

The following are the principal facilities of the Company, all of which are leased except as otherwise 
indicated: 


Location 

Occupant 

Approx. 
Floor Area 

Principal Operation* In Square Feet 

Boston, Mass. 

... NSMC 

Sales Office 

842 

Chicago, III. 

NSMC 

Sales Office 

2,300 

Detroit, Mich. 

... NSMC 

Sales Office 

710 

Los Angeles, Calif. 

NSMC 

Sales Office 

2,300 

New York, N Y. 

NSMC 

Executive A Principal Sales Office 

25,000 

Oakland, Calif. 

NSMC 

Sales Office A Art Production 

2.400 

Toronto. Ont. 

NSMC—Canada 

Sales Office 

4,180 

Vanccuver, B. C. 

NSMC—Canada 

Executive and Sales Office 

380 

Washii.gttn, D.C. 

... NSMC 

Accounting, Mail Fulfillment, A 

2,600 

Buffalo. N Y. 

Colad 

Data Processing 

Executive Sales and Manufacturing 

100.000 

Mt Vernon, N Y. 

Guest-Pac 

Executive and Sales Office and Plant 

36,000 

Lubbock, Texas 

Institutional Directories 

Office 

2.000 

Vancouver, B. C. 

International Record Corp. 

Office and Plant 

12.000 

London. England 

International Student Marketing Ltd. 

Executive and Sales Offices 

3.500 

Yonkers. N. Y. . 

Lewis Bros. Ceramics Inc. 

Office and Plant* 

15.400 

New York. N. Y. 

National Manpower Register 

Sales Office 

4,555 

New York. N. Y. 

National Scholastic List Co. 

Sales Office 

240 

Norman. Okla. 

National Student Store 

Retail Store 

6,000 

Greenwich, Conn. 

New England Travel Corp. 

Executive and Admin Offices 

9,000 

Philadelphia, Pa. 

Renselaar Corp. 

Warehouse 

43,000 

Conshohocken, Pa. 

Renselaar Corp. 

Office 

4,000 

Glendale. Calif. 

Renselaar Corp. 

Warehouse 

15,000 

New York. N. Y. 

Renselaar Corp. 

Showrooms 

600 

Kansas City, Mo. 

r vaffer Enterprises, Inc. 

Office and Plant 

67.000 

New York. N Y. 

X.atsnu A Impressions By M. Inc. 

Executive and Sales Office 

3.500 

New York. N. Y. 

Watsnu A Impressions By M. Inc. 

Showroom 

700 

Athens, Ga. 

Watsnu A Impressions By M. Inc. 

Warehouse 

5.000 


• This facility is owned by Lewis Bros. Ceramics Inc. 


All the facilities of the Company are in good physical condition, the sales offices being primarily situated in 
modern office buildings completed within the last two years. 
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Employee Relations 

In addition to the part time campus representatives referred to under “Distribution” above, the 
Company employs approximately 800 full time personnel, none of whom is covered by any collective 
bargaining or other labor contract. Of these employees, 152 are employed by NSMC, the parent 
corporation. 

Management 

Since its inception and particularly during 1968 and 1969, NSMC has attracted into its management a 
considerable number of experienced and well trained management personnel, primarily through the 
incentives provided by the stock option plans described in Proposal 2 above. The management of 
NSMC is as follows: 


Background 


Cortes G. Randell 
Cortes W Randell 
Roger O. Walther 

Donald A. Fergusson 

tames F. Joy 

Bernard Kurek 


John Glandon Davies 
Richard B Thomas 


Dennis Kelly 

Douglas Garnett 

Clifton A. Cobb 

Alan E Mackenzie 

Robert A Fergusson 
Paul B Marley 

Albert C. Hann 


Chairman of the Board of Directors 
President St Chief Executive Officer 

Executive Vice President & Chief 
Operating Officer 

Senior Vice President & Chairman, 
Executive Committee 

Senior Vice President & Chairman, 
Finance Committee 

Treasurer, Vice President—Finance 


Secretary St General Counsel 
Senior Vice President 


Vice President 

Vice President 

Vice President 

Vice President 

Group Vice President 
Group Vice President 

Group Vice President 


A graduate of Benjamin Franklin 
University; formerly Comptroller 
for Thompson’s Dairy, Wash., D. C. 


A graduate of Dartmouth College; 
formerly Senior Vice President; 
Director of Marketing for the NSM 
Marketing Division; 13 years pre¬ 
vious experience with Time, Inc. 

A graduate of Northwestern Univer¬ 
sity; Assistant Supervisor of Promo¬ 
tion—Procter St Gamble; Manager 
International Advertising—Eastern 
Airlines: and Account Executive— 
Doyle, Dane S. Bernbach. 

A graduate of University of British 
Columbia and The Harvard Busi¬ 
ness School; joined NSMC from 
the San Francisco headquarters of 
Bank of America. 

A graduate of University of Michigan 
and the Business School of the 
University of California; joined 
NSMC from the National Division 
of the Bank of America. 

A graduate of Amherst College and 
The Harvard Business School; 
formerly with Time, Inc. 


A graduate of the University of British 
Columbia; formerly Brand M^nagtr 
with Proctor St Gamble; Account 
Executive for J. Walter Tbompsr 

A graduate of Brooklyn College ai,-J 
Wharton School of Business; Ac¬ 
count Executive at Ted Bates St Co., 
Inc.; Product Supervisor at Bristol- 
Meyers. 


* For history see table of directors below. 

In January, 1969, the by-laws of the Corporation were amended to increase the maximum number 
of directors from seven to eleven. John G. Davies, NSMC General Counsel, Joseph Kwiatkowski, 
President of Impressions by M. Inc., Wilton J. Lutwack, President of Colad Co., Inc., and Roger O. Wal¬ 
ther, President of New England Travel Corp., were elected to fill the newly created directorships until the 
next annual stockholders’ meeting The Corporation has agreed to nominate to its Board of Directors 
one representative of the stockholders of Five-Dollar-A-Day Tours, Inc. and two representatives of 
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Interstate National Corporation after the consummation of the mergers of these companies into the 
Corporation. It is contemplated that the by-laws of the Corporation will be amended to enlarge the 
Board of Directors by three members, and that the representatives of Five-Dollar-A-Day Tours, Inc. and 
Interstate National Corporation will be nominated to fill such vacancies until the Annual Meeting of 
Stockholders in December 1969. The following table sets forth the names and principal occupations 
of the directors of the Corporation, all of whose terms expire at the next annual stockholders’ meeting, 

and their beneficial holdings of the Corporation’s Common Stock as of September 15, 1969: 

Shirts of 
Common Stock 

Year First Beneficially 

Elected ai owned as of 

Name of Director and Principal Occupation Director September IS, I960 


John Glandon Davies* . 1969 20(1) 

To 1969, partner in the law firm of Deck & Davies, 

Washington, D. C. 1969 General Counsel and Assist¬ 
ant Secretary, NSMC. Secretary of NSMC since May, 


1969. 

Dr. Frank G. Dickey 

Since 1965, Executive Director, National Commission 
on Accrediting, Executive Director, Southern Associa¬ 
tion of Colleges and Schools, 1963-65, President, 
University of Kentucky, 1956-63. 

Donald A. Fergusson* . 

Since 1961, President Collegiate Advertising Ltd. and 
since 1967, Vice President Collegiate Advertising Inc., 
now subsidiaries of the Corporation. Executive Vice 
President of NSMC from July 1968 to July 1969. 
Since July 1969 Senior Vice President-Corporate 
Development. 

Robert A. Fergusson . 

Vice President of Collegiate Advertising Ltd., now a 
subsidiary of the Corporation, since 1961. Vice Presi¬ 
dent-Director of Operations of NSMC from August 
1968 to July 1969. Since July 1969, Group Vice 
President. 

James F. Joy* . 

Since July 1969, Senior Vice President—Corporate 
Planning. Associated with W. E. Hutton & Co., in¬ 
vestment banking firm, since 1962 and a partner from 
January 1969 through June 1969. 

Joseph Kwiatkowski . 

To 1966 head of ladies division, Henry I. Siegal Corp. 
Since 1966, President, Impressions by M. Inc. 

Wilton J. Lutwack .. 

Founder and President, The Colad Co., Inc., Buffalo, 
New York. 

Cortes G. Randell* . 

Chairman of the Board of the Corporation and its 
predecessor since 1964. International business con¬ 
sultant to corporations and government agencies in 
the United States and foreign countries. Consultant 
to the International Finance Corporation, affiliate of 
the World Bank, 1960-65. 

Cortes W. Randell* . 


1967 


1968 


1968 

1968 

1969 

1969 

1964 


1964 


500 


114,388(2) 


114,168 

2,500(3) 

47,750 

5,941(4) 

72,580 

459,950(5) 


President of the Corporation and its predecessor since 
1964. Marketing administrator, Communications 
Systems Division, International Telephone and Tele¬ 
graph Co., 1962-64; marketing specialist, General 
Electric Co., 1959-61. 


19 










E 1 () o 

Government'8 Exhibit 25 


Na me of Dir ect or and Principal Occupation 
Glen D. Shaffer 

Since 1966 President of Shaffer Enterprises, Inc., now 
a subsidiary of the Corporation. Operated predecessor 
business of such subsidiary from 1963 to 1966. 

Roger O. Walther 

Founder and President, New England Travel Corp., 
Greenwich, Conn. Since July 1969, Executive Vice 
President, Chief Operating Officer, NSMC. 


Year First 
Elected as 
Dire ctor 

1968 


1969 


Shares of 
Common Stock 
Beneficially 
owned as of 
A ugust 1, 1969 

120 , 000 ( 6 ) 


140,000 


* Member of the Executive Committee 

(1) Consists of 20 shares owned by the wife of John Glandon Davies. 

(2) Includes 63,750 shares of Common Stock owned by Donald A. Fergusson's wife. 

(3) Pursuant to agreements with the Corporation and Cortes W. Randell, James F. Joy presently enjoys voting 
and dividend rights in 27,000 shares of Common Stock which arc in escrow. By January 2, 1978, Mr. Joy will have 

received between 8,500 and I8.5GO of these shares. For a more complete description of these agreements, see "Certain 
Transactions . 


(4) Wilton J. I.utwack's wife owns 2,291 shares of Common Stock in which he disclaims any beneficial interest. 

(5) Excluding 240,000 shares loaned to the Company pursuant to transactions described above on page 2 hereof. 

(6) Includes 48.000 shares of Common Stock owned by Glen D. Shaffer’s wife One thousand of the shares 
owned by Glen D. Shaffer and 1,000 of the shares owned by his wife are in escrow. 


Remuneration 


During the fiscal year ended August 31, 1968, all directors and officers of the Corporation were paid 
an aggregate remuneration of $78,805. 


Certain Transactions 

NSMC and its Subsidiaries have entered into employment agreements with 10 officers and directors 
of the Corporation terminating between 1971 and 1978 pursuant to which such officers and directors 
will receive annual aggregate base remuneration of $254,500 subject in certain cases to contractual 
increases and subject in the case of Glen D. Shaffer to an additional sales commission of 1% on the 
gross sales of Shaffer Enterprises, Inc. 

On June 30, 1969, James F. Joy entered into a 5-year employment agreement with the Corporation 
at an annual salary of S40.000 in partial consideration for which Cortes W. Randell deposited in 
escrow 10.000 shares of the Corporation’s Common Stock owned by him to be released to Mr. Joy 
between 1970 and 1978. the exact number of shares to be released to Mr. Joy being contingent upon the 
number of years Mr Joy remains in the service of the Corporation. Mr. Joy will also receive in two 
installments an aggregate of 8.500 shares as compensation for negotiating four proposed acquisitions 
by the Corporation, a specific number of such shares being assigned to each such acquisition. Such 
assigned number will be set aside for Mr. Joy from shares deposited in escrow by the Corporation for 
each acquisition consummated and by Mr. Randell for each acquisition not consummated. 

Pursuant to an employment agreement with the Corporation. Wilton J. Lutwack became indebted 
to the ( olad C o.. Inc in the amount of $57,000. The principal of the loan was used to purchase insurance 
on the life of Mr. Lutwack and is to be repaid without interest out of the proceeds of the insurance on 
Mr. Lutwack’s death. 

During the fiscal year ending August 31, 1969, Roger O. Walther. a director, and President of 
New England Travel Corporation (‘‘NET’'), a subsidiary of the Corporation, received 190,000 shares 
of the Corporation’s Common Stock in exchange for 95 shares of NET Common Stock upon the acquisi¬ 
tion of NET by the Corporation. Mr. Walther is a Vi partner in Greenwich Partners, which owns an 
office building at 102 Greenwich Avenue. Greenwich, Connecticut. NET leases this building under a 
20-year lease at an annual rental of $54,000. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF EARNINGS 

The following consolidated statement of earnings of National Student Marketing Corporation and subsidiaries, insofar 
as it relates to the three years ended August 31, 1968 has been examined by Peat, Marwick, Mitchell & Co., independ¬ 
ent certified public accountants, whose report is based in part on the reports of other auditors, as set forth in such reports 
included elsewhere in this proxy statement. With respect to the nine month periods ended May 31, 1968 and May 31, 
1969 which are unaudited, the management of the Corporation believes that all adjustments (none of which were other 
than normal recurring accruals) necessary to a fair statement of the results for such interim periods have been included. The 
consolidated statement of earnings should be read in conjunction with the consolidated financial statements of National Stu¬ 
dent Marketing Corporation and subsidiaries and related notes thereto appearing elsewhere in this proxy statement. 

Nina months 

_Year ended August 31, (ao«» A)_ eajaj May 31, (not* 1) 


( unaudited)_ _(audited)_ (onaudlltd) 


1964 

ms 

ms 

IM7 

ms 

ma 

m* 


Net sales: 

Services 

$ 732 

$1,231,908 

$1,661,936 

$3,448,371 

$ 3,799,644 

$1,429,620 

$ 3,832,630 

Sales of products 

— 

62.199 

996.218 

2,204,489 

3,742,231 

3,111,460 

7,480,939 


732 

1.294,107 

2,638,174 

3.632.860 

11,341,893 

4,341,080 

11,313,569 

Cost of sales: 

Services 

Sales of products 

— 

1.019,033 

32.294 

1,237,330 

323,203 

2,440,449 

833,310 

3,942,680 

3.419,131 

757,674 

1.749.343 

1,794.400 

4.6-*7.663 

— 

1.031.349 

1,782.733 

3,273,739 

7,361,831 

2,507.017 

6,442,063 

Gross profit 

732 

242.738 

873,441 

2,379,101 

4,180,064 

2,034,063 

4,871,306 

Selling, general and administrative expenses 

8,736 

226.743 

732,967 

1,673,178 

2,902.833 

1,241,446 

3,830,503 

Operating profit (loss) 
Interest expense 

(8004) 

16.013 

803 

122,474 

3,390 

703,923 

18,823 

1,277,211 

33,136 

792,617 

10,697 

1,021,003 

225,915 

Earnings before income taxes 
and extraordinary credit 

(8004) 

13.212 

116.884 

687,098 

1,242,033 

781,920 

795.088 

Provision for taxes on income: 








Federal and state—currently payable 

— 

6,441 

29,933 

261,883 

404,964 

162,671 

92,818 

Federal and state—deferred . 

— 

— 

12,000 

41,000 

241,769 

121,300 

288,388 

Canadian—currently payable 

— 

— 

— 

3,380 

21,620 

22,706 

— 


— 

6,441 

41,933 

308,463 

668,333 

306,877 

381,206 

Earnings before extraordi¬ 
nary credit 

(8.004) 

8,771 

74,949 

378,633 

373,702 

475.043* 

413,882* 

Extraordinary credit—Federal income tax 
reduction: 








Carryforward of prior years operating 
loss . 



600 

7,000 

10,700 


_ 

Reduction of deferred tax provision 





as a result of net operating losa 
carryforwards . 



_ 


188,730 

100.000 

288,388 

Total extraordinary credits 

— 

— 

600 

7,000 

199,430 

100.000 

288,388 

Net earnings (loss) 

$(8,004) 

$ 8.771 

$ 73.349 

$ 383.633 

$ 773,152 

$ 575,043* 

$ 702,270* 

Average shares of common stock or com- 








mon stock equivalents of the company 
outstanding during each period (note A) 

600.000 

1.342,726 

1,970,000 

2,378,000 

2,386.000 

2.473,700 

3.043.454 

Earnings per share (note A): 








Net earnings before extraordinary .... 
credit . 

(.01) 

.01 

.04 

.16 

.22 

.19* 

.14* 

Extraordinary credit 

__ 



_ 

.08 

.04 

.10 

Net earnings 

S (.01) 

— oT 

~04 

“16 

^30 

.23* 

.24* 

Book value per share . 

— 

— 


= 



$2 89 


* Excludes income and costs of New England Travel Corporation (see note B-3). 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED STATEMENT OF EARNINGS 


(A) Figures include the results of operations of certain businesses acquired in poolings of interests transactions 
(note 3 to consolidated financial statements of National Student Marketing Corporation and subsidiaries) except 
National Scholastic List Co., Inc. which is included only for the year ended August 31, 1968 and the nine month 
periods ended May 31, 1968 and 1969. Financial statements are not readily available for prior years. The present 
operations of National Scholastic List Co., Inc. are not materiel to the consolidated financial statements of the company. 

Certain pooled companies are included in the consolidat'd statement of earnings on the basis of fiscal years that 
differ from National Student Marketing Corporation. Amounts duplicated as a result of being included in more 
than one fiscal period have been eliminated in the statement of retained earnings for the respective periods. 
The amounts duplicated in the respective periods are immaterial except for the nine months ended May 31, 1969 in 
which case the g'oss revenues and net earnings included therein, which also formed part of the figures for the year 
ended August 31, 1968, were $4,378,000 and $206,033 respectively. The following Companies have fiscal years that 
differ from National Student Marketing Corporation: 


Company 

Collegiate Advertising, Ltd. 

New England Subscription Service 
Lewis Brothers, Inc. 

Institutional Directories, Inc. 

New England Travel Corporation and subsidiaries 
Renselaar Corporation 
Impressions By M. Inc. 

•Commencing September 1, 1967 the accounting 
••Commencing September I, 1966 'he accounting 


Fiscal year ended 

May 31* 
December 31* 
December 31* 
December 31 •• 
October 31 
October 31 
December 31 

was changed to August 31. 
was changed to August 31. 


In addition to the companies listed above acquired and accounted for under the pooling of interests concept, three 
Companies were acquired and accounted for as purchases; their operations are included in the consolidated statement 
of earnings for the nine months ended May 31, 1969 commencing the date of acquisition as follows: 

Nel Earnings 

Date acquired Gro ss Revenue (Loss) 


National Manpower Register, Inc. 
The Colad Company, Inc. 

Guest Pac Corporation 


September 16, 1968 
February !, 1969 
March I, 1969 


$ 440.317 $ (2,000) 

986,177 79,161 

722,854 274,829 

$2,149,348 $351,990 


The average number of shares outstanding during each year has been adjusted: (I) for the stock split described 
in note 8 to the consolidated financial statements of National Student Marketing Corporation and subsidiaries (2) to 
include the equivalent of the number of shares of common stock outstanding of companies acquired in transactions 
accounted for as poolings of interests (3) to include, where applicable, the proportionate number of shares of common 
stock earned as of May 31. 1969 in accordance with the various earn out agreements and (4) to give effect to exercise 
of *11 outstanding stock options There would be no material reduction in earnings per share on a fully diluted basis. 

(B) Due to the seasonal nature of certain aspects of its business, the figures for the nine month periods included 
in the consolidated statement of earnings are not necessarily indicative of the results for the fiscal year. The Com¬ 
pany has adopted the following accounting policies. 

(1) Prepared sales programs: 

This business activity is seasonal and coincides with the school year Expenditures are incurred for 
printing, layout, and mailing preparatory to the commencement of various sales programs, most of which 
commence in the fall of the year and carry over to the spring. 

The company follows the practice of deferring these costs and amortizing them over the periods in 
which applicable income is derived. The amortization periods commence with the various sales campaigns 
and costs are written off over the lives of the programs or a maximum of twelve months whichever period 
is less. 

(2) Fixed-fee type contracts; 

During the year 1968 the company's volume of business on fixed-fee type arrangements increased sub¬ 
stantially. This business involves employees of the company developing over all marketing and/or advertising 
programs for clients and/or prospective clients. The major portion of the work done by the company involves 
determination of the client's requirements and proposal by the company of an overall program. Costs 
related to development of the programs are charged to expenses as incurred. The eventual implementation of 
the agreed-upon program is carried out principally by representatives and third parties, generally on a fixed 
commission or charge per piece basis. Owing to the nature of this activity, management believes that income 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED STATEMENT OF EARNINGS—(Concluded) 

is best matched against costs directly connected with the production of this income by recording the estimated 
gross profit based on the percentage of time incurred to the total estimated time to be incurred by the 
employees in development of the over all program for the client. Accordingly, commencing in 1968 all such 
programs have been accounted for on this basis upon obtaining a client commitment. 

(3) Foreign study programs: 

The operations of New England Travel Corporation (a wholly-owned subsidiary described elsewhere in 
the proxy statement) involve arrangements by the company of study programs abroad during the summer 
months for high school students. Results of operations are accounted for during the summer months as the 
study programs are completed and students return to the United States. Consequently, all income and costs are 
deferred during the first nine months of the year. As a result, the unaudited nine month figures in the 
consolidated statement of earnings exclude any operations of New England Travel Corporation. 

(C) Figures for 1968 have been restated in certain instances to make their presentation consistent with current 
accounting practices. There was no material effect as a result of such restatement. 

(D) Net sales and earnings as originally reported to stockholders in the annual reports for the years 1967 and 1968 
and original prospectus for the y-ar 1966 and the amounts as shown in the statement of earnings in this proxy statement 
are reconciled as follows: 



1966 

1967 

1968 

Net saies: 




Originally reported . 

$ $73,259 

$2,386,500 

$ 4,989.446 

Pooled companies reflected retroactively 

. 2.084,915 

3.266,360 

6,552,449 

Per statement of earnings . 

S? ASK 17a 

i4 M2 ftAfl 

til 441 RQ4 

Net earnings (los*): 




Originally reported 

(4,510) 

168,616 

388,031 

Pooled companies reflected retroactively 

80,059 

217,019 

385,121 

Per statement of earnings 

S 75,549 

$ 385,635 

$ 773,152 


(E) National Student Marketing Corporation has not paid any dividends except for $20,000 paid to the sole 
stockholder in connection with a reorganization prior to the shares of common stock of the company becoming 
publicly held. 

Comments on Consolidated Statement of Earnings of National 
Student Marketing Corporation and Subsidiaries 

The Company’s subsidiary, Impressions by M Inc. did not begin to sell products until 1967. There¬ 
fore, since 1968 was the first full year of operations, there was a substantial increase in sales for the 
year ended August 31, 1968. As a result, because of the relatively low gross profit margin on these sales, 
which is characteristic of the industry, the cost of product sales increased from 39% to 60% as com¬ 
pared to an increase in product sales to 50% of total Company sales. 

As explained in note B-3 of notes to consolidated statement of earnings, all revenues and expenses 
of the Company’s subsidiary, New England Travel Corporation, are deferred during the first nine months 
of the year and accounted for during the last quarter. As a result, gross revenues increased substantially 
during the last quarter of 1968 as compared to the first nine months of that year. However, because the 
profit margin of these sales is lower than the average of the other companies included in the consolidated 
statement of earnings, net earnings do not reflect a proportionate increase. 

During the second and third quarters of 1969, twenty-three middle management personnel were 
hired both to stabilize present operations and in expectation of future growth. The cost of expanding 
management personnel, along with interest cost of $200,000 incurred by borrowing $5,000,000, of which 
$3,000,000 was used for the acquisition of Guest Pac and $2,000,000 to finance internal growth, had an 
adverse effects on net earnings for the nine months ended May 31, 1969. 
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3(a). INTI RSTATK NATIONAL CORPORATION 
Reason for Ihc Merger 

The proposed merger of Interstate National Corporation ("INC") with and into NSMC affords the 
Company an opportunity to participate : n the insurance brokerage and special risk underwriting areas 
of the insurance business in general, and in particular in the youth oriented insurance business through 
INC which, through contract with university administrations, handles student insurance at over 460 
universities, as well as programs at over 6,000 summer camps. In the opinion of the Board of Directors 
of NSMC, the access of NSMC to the youth market affords special opportunities in the area of insurance. 
Stockholders of INC will gain the position of stockholders in a larger and more diversified corporation. 

Recommendation of Management 

The terms of the proposed merger were agreed upon in arms’ length negotiations between the 
officers of both companies. Among the factors considered in fixing the number of shares of NSMC 
Common Stock to be issued were the relative earning power of both enterprises based on past and 
anticipated operations, the relative balance sheet positions, the general financial position of both 
companies and their long-range prospects. The Boards of Directors of NSMC and INC have unanimously 
approved the plan of merger and believe that such plan is fair and equitable, and recommend to the 
stockholders of NSMC and INC that they vote in favor of it. 


Description of the Agreement 

The terms of the proposed merger are contained in an Agreement and Plan of Merger dated as of 
the 13th day of August. 1969 between NSMC and INC ("INC Plan”). The following description of such 
plan is only a summary of certain of its provisions and does not purport to be complete and is subject 
m all respects to the plan itself, which is attached hereto as Schedule C and to which reference is hereby 
made. 


Hie merger will become effective upon the filing of Articles of Merger in accordance with the laws 
of the District of Columbia and the filing of the plan in accordance with the laws of the State of Nevada 
as soon as practicable after the approval of the stockholders of both corporations. It is presently 
contemplated that the effective date of the merger will be October 31, 1969. 

Upon the effectiveness of the merger each issued and outstanding share of INC Common Stock 
will be automatically converted into 34 of one share of NSMC Common Stock and each share of INC 
Preferred Stock will be converted into 1314 shares of NSMC Common Stock. Shareholders of INC who 
dissent and comply with Nevada law will receive the fair value of their shares. Such conversion rate 
will be adjusted upward if the average price of the NSMC Common Stock is less than $45 per share 
for the 20 business days prior to the merger, provided that the total number of shares into which all 
shares of Interstate stock arc converted shali not exceed 942,000. Assuming a value for the NSMC 
stock as so determined, each share of INC Common Stock would be converted on the basis of $30 in 
value into an equivalent number of shares of NSMC Common Stock and each share of INC Preferred 
Stock would be converted on the basis of $600 in value into an equivalent number of shares of NSMC 
Common Stock. 

No fractional shares of NSMC Common Stock shall be delivered. In lieu thereof each holder of a 
fractional interest will be afforded the opportunity to either purchase the additional fractional interest 
required to make up a whole share or to sell such fractional interest and obtain the net proceeds thereof 
following the surrender of his INC certificate(s). Until so surrendered, each outstanding certificate 
which, prior to the effectiveness of the merger, represented INC stock, shall be deemed for all purposes 
(except as to the payment of dividends) to evidence the ownership of the number of full shares of NSMC 
Common Stock into which such shares of INC stock are converted. 

Instructions with respect to the exchange of INC stock certificates for NSMC stock certificates will 
accompany the notice to INC stockholders of the effectiveness of the transaction. INC stockholders 
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will not receive dividends on shares of NSMC Common Stock, if any, or payment of cash from the sale of 
fractional shares thereof, until they have actually surrendered their INC stock certificates for exchange. 

Each INC stockholder may participate in the first underwritten registered distribution of NSMC 
shares within one year after the merger (in the event there is such a distribution) with respect to not 
more than 25% of his shares received in the merger. If a registration statement shall not have been filed 
prior to March 31, 1970 the holders of the NSMC shares received by the INC Principal Stockholders 
wishing to dispose of at least 60,000 of such shares may request the registration of such shares and 
NSMC shall, within six months, file such a registration statement. In the event any shares are sold at a 
“public offering price" (as defined in Exhibit B to the INC Plan) less than the lesser of the value of such 
shares as determined in paragraph 3(c) of the INC Plan or $45 per share, NSMC will issue additional 
shares to such stockholders up to a maximum number of shares equal to the difference between 1,000,000 
and the number of shares into which all Interstate stock was converted upon the effectiveness of the 
merger. The expenses relating to any registration statement referred to in Exhibits B and C to the INC 
Plan, including registration fees, printing costs and fees and disbursements of counsel and independent 
accountants will be borne by NSMC. Exhibits B and C to the INC Plan set forth in detail the terms and 
conditions of such registered distribution. 

The obligations of both NSMC and INC under the INC Plan are subject to the fulfillment of cer¬ 
tain conditions prior to the consummation of the plan, including the truth of their respective represen¬ 
tations and warranties when the plan is consummated, delivery of certain opinions of counsel and receipt 
of letters from independent public accountants stating that they have no reason to believe that (a) the 
unaudited interim financial statements of NSMC or INC contained in this proxy statement were not 
prepared in accordance with accounting principles and practices consistent with those followed in the 
preparation of the next preceding audited statements or (b) there has been any subsequent material 
adverse change in the financial position or results of operations of NSMC or INC. 

The obligations of NSMC under the plan are subject to the additional condition that each 
"affiliate" within the meaning of Rule 133 under the Securities Act of 1933, as amended, shall have 
entered into an agreement with NSMC providing that such stockholder is acquiring the NSMC Common 
Stock to be received by him in connection with the merger otherwise than with a view to the distribu¬ 
tion thereof and providing that none of such shares of NSMC Common Stock received by such stock¬ 
holder shall be sold or otherwise transferred except in the manner permitted in the INC Plan or exhibits 
thereto. 


The obligations of INC under the INC Plan are subject to the additional condition that it shall have 
received an opinion of its counsel to the effect that the transactions contemplated by the INC Plan will 
not result in the realization of taxable income to the INC stockholders except with respect to the sale 
of fractional interests. 

NSMC has agreed that after the effectiveness of the merger it will nominate Cameron Brown as a 
director of NSMC and that subsequently as and when a vacancy shall occur on the Board of Directors of 
NSMC it will nominate an additional representative of INC tc be selected by NSMC. 

Tax Consequences of the Merger 

INC believes that the consummation of the proposed merger will not result in any recognizable gain 
or loss for federal income tax purposes to INC or to the holders of any of its outstanding shares, except 
for stockholders who exercise their statutory appraisal rights and except with respect to fractional interests 
sold; that the basis of the NSMC Common Stock in the hands of INC stockholders will be the same as the 
basis of the INC shares surrendered in exchange therefor; and that the holding period of the NSMC 
Common Stock will include the period during which such stockholders held their INC shares. 


Expenses of Merger 

WI I! bC3r ' tS expcnscs of ,he merger. In the event the merger does not become effective. 
NSMC and INC will pay their respective fees and expenses. 
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Business of Interstate National Corporation 

General 

Interstate National Corporation is a Nevada corporation formed in 1968 to act as a holding 
company. On January 1, 1969, it acquired Interstate Fire & Casualty Company (“IFC"), an Illinois 
stock insurance company and its wholly-owned subsidiaries, Chicago Insurance Company (“CIC"), 
Interstate Life Assurance Company and Interstate Reinsurauce Corporation, collectively referred to as 
the Interstate Insurance Group (“IIG"). 

IFC was incorporated in 1950 to carry on a general insurance business and it is authorized to write 
all classes of insurance other than life insurance. Classes of insurance written to date (generally at 
independent rates) include, among others, fire and allied lines, accident, automobile, and general 
liability other than automobile. Although organized in 1950, IFC did not write substantial amounts of 
business until 1952. In 1956, CIC was incorporated in Illinois and now writes insurance at bureau rates. 
It is authorized to write all classes of insurance other than life insurance. Interstate Life Assurance 
Company was organized in Illinois to provide access to the life insurance field. It commenced business 
in 1965 and its writings to date have been immaterial. The results of its operations are not reflected in 
the following tables, unless otherwise noted. Interstate Reinsurance Corporation, also incorporated in 
Illinois, began in 1962 to provide facultative, large excess and treaty reinsurance lines. Beginning with 
IFC in January, 1952, all of the IIG companies have been managed by Geo. F. Brown 4 Sons, Inc. 
( GFB ’). On May 31, 1969, GFB was acquired by INC and became a wholly-owned subsidiary. GFB 
continues to provide management services to the insurance group. In addition, GFB engages in a general 
insurance agency and brokerage business through its own organization and several subsidiary corporations. 
The home office of INC is in Bloomington, Illinois and the executive office is in Chicago, Illinois. 

The insurance business is highly competitive, there being many companies and agencies with long 
histories of experience underwriting and producing the same general classes of insurance as are written 
by IIG and GFB. In addition to stock companies, there are mutuals, reciprocals, and Lloyd’s type 
operations which offer insurance similar to that underwritten by IIG. There are several agencies engaged 
in specialty lines of insurance which are comparable to GFB in size. 

IIG, as is true of all insurance companies admitted to do business in the State of Illinois, is subject 
to strict regulation and supervision by the Director of Insurance of the State of Illinois. Policy forms 
and premium rates, as well as most other aspects of the business, are regulated by the Director of 
Insurance. 

Interstate Insurance Group 

The Interstate Insurance Group attempts to provide various types of insurance facilities to meet 
the requirements of agents, brokers and other insurance companies. 

* s presently licensed only in Illinois, Puerto Rico, and the Virgin Islands, although the company 
transacts a nation-wide business on a “Surplus Lines" or “non-admitted carrier” basis in other states. 

Brokers, in most states, cannot place a risk with an insurance company not admitted in that state 
unless it is a class of business or a risk which companies admitted in that state are not willing to write. 
This is Surplus Lines or non-admitted carrier business. All business written by IFC outside Illinois is 
of this type. The company is not bound to write this business at the premium rates filed with the Illinois 
Insurance Department for its Illinois business but may fix a premium commensurate with a particular 
risk involved. 

IFC belongs to the National Board of Fire Underwriters and the Illinois Inspection and Rating 
Bureau. The Bureau determines and files rate schedules with the Illinois Insurance Department for 
Fire and Allied insurance on behalf of the member organizations, although IFC has filed certain deviated 
rates below the Bureau rates for preferred classes of business. 
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It has been the policy of IFC not to write all the business the agent or broker offers but to 
be selective in its underwriting, attempting generally to find particular areas where special rate filings 
or deviations from Bureau filings can be made. 

C1C is authorized to write all classes of insurance other than life insurance and it offers a market at 
bureau rates where competition is not an important factor to the agent or broker. There are instances, 
especially in the field of fire and allied lines insurance, where a number of companies are on a risk at 
bureau rates and a deviation is, therefore, not desired by the producer. C1C is admitted or has applica¬ 
tions to do business in all states except New York. In Illinois, it follows the rates of the Illinois Inspection 
and Rating Bureau. Filings in states other than Illinois have generally been at independent rates and 
on forms similar to those used by IFC in Illinois. 

Interstate Reinsurance Corporation was organized to specialize in reinsurance business, and accepts 
all classes of reinsurance except life. 

Interstate Life Assurance Company was organized to provide IIG with the capacity to write life 
insurance. While this facility is operational, the Company has not emphasized life business and writings 
to date have not been material. 

Reinsurance 

Reinsurance is the purchase of insurance by a carrier to help it discharge its possible losses and to 
limit its liability arising out of any one occurrence. IIG has reinsurance treaties (contracts) with over 
twenty reinsurers principal among which are Allstate Insurance Co., Protection Mutual Insurance Co., 
Reinsurance Corporation of New York and Underwriters at Lloyd’s. The Ulinios Insurance Code allows 
IIG to take credit in computing its reserves for that portion of its business reinsured with these or other 
reinsurers admitted to do business in the State of Illinois. IIG remains primarily liable for the full amount 
under all policies but the portion of any loss that has been reinsured is recoverable from the reinsurer. 
With respect to risks which are reinsured, IIG includes in net income only premiums with respect to the 
portion of such risks which are not reinsured. 

IIG has three general types of reinsurance treaties: 

Pro-Rata or Quota Share Treaty—Reinsurance of a certain percentage of the basic risk on 
policies up to a stated amount. 

Excess of Loss Treaty—Reinsurance of an agreed portion of a particular risk over and above 
a certain amount. 

Catastrophe Treaty—Reinsurance of an agreed portion of the potential liability resulting from 
a particular occurrence (regardless of the number of particular risks involved) above a certain 
amount. 

The reinsurance purchased by IFC for itself and CIC is generally arranged on one of two bases. Pro¬ 
rata treaties are placed with a ceding commission allowance, which allowance is intended to reimburse 
the companies for necessary commissions to brokers and agents and to include their other costs. Excess 
of loss and catastrophe treaties are arranged on a flat rate basis with the premium being dependent upon 
the volume of business written in the particular class to which the individual contract is applicable. 

As the capital and surplus of the companies has increased, it has been the policy to increase the 
amount of risk retained. In so doing, the reliance on pro-rata treaties has been gradually reduced. The 
excess of loss and catastrophe treaties will continue to be a permanent part of the operation although 
the net retention on individual risks is expected to increase. Below is a description of principal reinsur¬ 
ance treaties of IFC and CIC: 

Casualty Reinsurance: The maximum potential liability retained by IFC or CIC on a single 
risk is $50,000 regardless of the size of the loss. An excess of loss contract protecting both IFC 
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and CIC provides 100% of $950,000 over a net retention of $50,000 per accident on Bodily Injury 
and Property Damage claims. Part of this reinsurance is accepted by the Interstate Reinsurance 
Corporation. 

Fire and Inland Marine: The maximum retention on any one risk by either 1FC or CIC is 
$50,000 and all liability over that amount is reinsured. 

The companies also maintain a joint Catastrophe reinsurance treaty which limits loss in the event 
more than one property is damaged by the same fire, windstorm, or other occurrence. Under this contract 
IFC and CIC are reinsured up to a maximum further sum of $765,000 (90 percent of that portion of 
such loss in excess of the first $150,000), the first $150,000 and 10 percent of the next $850,000 being 
the companies’ retention. 

Where it is deemed necessary, certain specific treaties are arranged to protect the companies under 
their retention of $50,000 Casualty and $50,000 Property. In any event, if either company accepts a 
risk with a limit in excess of its treaty facilities, special reinsurance is purchased to protect it. 

The Interstate Reinsurance Corporation has a separate Quota Share Treaty to protect its overall 
writings. 


Classes of Insurance Written 

The following table summarizes, by classes, the amount of insurance premiums written, assumed 
and ceded in 1968: 



Direct 

Premiums 

Written 

Reinsurance 

Premiums 

Assumed 

Reinsurance Net Premiums 

Ceded Written 

Fire and allied lines 

$ 2,143,731 

$ 618,976 

$ 1,813,849 $ 

948,858 

Accident 

1,232,999 

12,904 

54,528 

1,191,375 

General liability 

5,469,968 

760,704 

1,520,984 

4,709,688 

Automobile liability, including 
physical damage 

6,724,054 

89,819 

409,731 

6,404,142 

Other 

3,795,257 

4,549,743 

7,614,899 

730,101 


$19,366,009 

$6,032,146 

$11,413,991 $13,984,164 

Development of Business 





The general development of 

IIG’s business since 

1964 is shown in 

the following tabulation: 

Calendar Year 

Admitted 

Assets 

Net Premiums 
Written 


1969 (Nine months ended June 30) 

$34,363,817 

$11,081,797 


1968 (Nine months ended June 30) 

32,900,441 

9,684,786 


1968 


33,358,188 

13,984,164 





1967 


33,343,774 

14,599,635 


1966 


30,200,568 

13,687,454 


1965 


25,333,625 

23,125,678 

11,674,321 

9,929,651 


1964 
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Loss and Expense Ratios 

The loss and expense ratios for IIG for each of the periods indicated are as follows: 





Ratio of Losses 






and 

Ratio of 





Loss Adjustment 

Underwriting 





Expenses 

Expenses 

Combined 


Nrf Premium* 

Incurred 

Incurred to 

Losses and 


— 

-—- 

to Premiums 

Premiums 

Expense 

Year 

Written 

Earned 

Earned 

Written 

Ratio 

1969 (Nine months ended 






June 30) 

$11,081,791 

$10,729,954 

66.6% 

33.8% 

100.4% 

1968 (Ninemonthsended 






June 30) 

$ 9,684,786 

$10,067,280 

69.0 

36.5 

105.5 

1968 

13,984,164 

14,688,046 

67.0 

37.4 

104.4 

1967 

14,599,635 

14,334,710 

70.9 

34.7 

105.6 

1966 

13,687,454 

12,868,039 

70.3 

34.8 

105.1 

1965 

11,674,321 

11,202,004 

72.2 

34.3 

106.5 

1964 

9,929,651 

9,226,144 

72.1 

36.4 

* 

108.5 

Ratio of Losses Incurred to Premiums Earned 




The following tabulation sets forth for IIG, for the periods indicated, 

by major classifications 

of business the net premiums earned, the 

net losses incurred and the ratio of net losses 

incurred to 

premiums earned (the “loss ratio”). 








Year ended December 31, 




1964 

1965 1966 

1967 

1968 

Fire and Allied Lines: 




' 


Premiums Earned 


$ 505,827 $ 

758.917 $ 1,102,105 

$ 1,076,773 

$ 1,033,550 

Losses Incurred 


298,841 

645,992 892,957 

886,061 

759,730 

Loss Ratio 


59.1% 

85.1% 81.0% 

82.3% 

73.5% 

Accident only: 






Premiums Earned 


364.759 

488.161 702,670 

916,342 

1,194,774 

Losses Incurred 


216.388 

301,125 370,101 

434,309 

635,016 

Loss Ratio 


59.3% 

61.7% 52.7% 

47.4% 

53.1% 

General Liability: 






Premiums Earned 


3.162.216 

3,688,789 3,672,274 

4,133,027 

4,824,161 

Losses Incurred 


1,582,027 

1,824,668 1,719,870 

2,337,865 

1,999,640 

Loss Ratio 


50.0% 

49.5% 46.8% 

56.6% 

41.5% 

Automobile Liability, including physical damage 





Premiums Earned 


4,379,233 

5.256,749 6,260,976 

7,183,048 

6,889,851 

Losses Incurred 


2,636,882 

2,926,628 3,217,557 

3,589,685 

3,556,561 

Loss Ratio 


50.2% 

55.7% 51.4% 

50.0% 

51.6% 

All Other: 






Premiums Earned 


814.109 

1,009,388 1,130,014 

1,025,520 

745,710 

Losses Incurred 


568,952 

866,125 1,252,124 

921,774 

840,592 

Loss Ratio 


69.9% 

85.8% 110.8% 

89.9% 

112.7% 

Total: 






Premiums Earned 


9,226,144 11,202,004 12,868,039 

14,334,710 

14.688,046 

Losses Incurred 


5,303,090 

6,564,538 7,452,609 

8,169,694 

7,791,539 

Loss Ratio 


57.5% 

58.6% 57.9% 

57.0% 

53.0% 

Loss Adjustment Expenses 




• 


Incurred 


$1,349,557 $ 

1,523,830 $ 1,593,485 

$ 1,998,729 

$ 2,044,391 

Loss Ratio including loss adjustment expenses 

72.1% 

72.2% 70.3% 

70.9% 

67.0% 
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Investments and Investment Results 

The investments of IIG arc determined by the Investment Committees for each of the companies 
within the Group. The Committees are selected by their respective Boards of Directors from the 
members of the Boards. The investment policy of each company in the group is coordinated with the 
financial requirements of such company with the view of protecting the reserve funds and shareholders' 
equity. 


The following schedule shows a summary of securities owned by I IG at June 30, 1969. All securities 
are valued in accordance with requirements of the National Association of Insurance Commissioners as 
follows: eligible bonds at amortized values and all other securities at market values. 


Type of Security 

Actual Cost 

Rook Value 

Market Value(b) 

Admitted 
Asset Value(c) 

Bonds and Notes: 





United States Govern- 

ment 

$ 4,635,704.94 

$ 4,661,506.88 

$ 3,695,795.90 

$ 4,661,506.88 

General Obligations: 

State and political sub- 

divisions 

4,412.227.35 

4,405,005.57 

4,405 005.57 

4,405,005.57 

Canadian 

125.000.00 

125,000 00 

125,vjOO.OO 

125,000.00 

Revenue 

7,896,075.07 

7,873,565.15 

7,568,244 99 

7,873,565.15 

Railroad 

435,000.00 

435,000.00 

411,075.00 

435,000 00 

Public Utilities 

1,376,947.25 

1,382,064.36 

1.225,850.00 

1,382,064.36 

Industrial and Miscella- 

neous 

3,723,326.10 

3,722,799.36 

3,128,783.50 

3,722,799.36 

Total Bonds and 
Notes 

22,604,280.7! 

22,604,941.32 

20,559,754.96 

22,604,941.32 

Stocks: 





Preferred Stocks: 

Railroads 

125,100.00 

125,100.00 

91,400.00 

1 1,400.00 

Public Utilities 

846,563.37 

846,563.37 

575,252.50 

j75,252.50 

Industrial and Miscel- 

laneous 

854,055.36 

854,055.36 

713,573.50 

713,573.50 

Total Preferred 
Stocks 

1,825,718.73 

1,825,718.73 

1,380,226.00 

1,380,226.00 

Common Stocks: 

Public Utilities 

496,674.29 

496,674.29 

460,062.50 

460,062.50 

Savings & Loan Bank 

Shares 

5,000.00 

5,000.00 

5,000.00 

5,000.00 

Industrial and Miscel- 

laneous 

1,844,462.34 

1,844,462.34 

1,877,626.76 

1,877,626.76 

Total Common 

Stocks 

2,346,136.63 

2,346,136.63 

2,342,689.26 

2,342,689.26 

Total Stocks 

4.171,855.36 

4,171,855.36 

3,722,915.26 

3,722,915.26 

Total Investments in 





Securities other 
than Affiliated 

Companies 

S26,776,136.07 

$26,776,796.68 

$24,282,670.22 

$26,327,856.58 


(a) Does not include investment in Interstate Life Assurance Company. 

(b) Market value has been determined on the basis prescribed by the Valuation Committee of the National Asso¬ 
ciation of Insurance Commissioners. When such market values were not available for bonds, amortized values were used 

(c) The amortized or investment value of Bonds and Notes is the same as the Admitted Asset Value. 
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The following tabulation shows the cash and invested assets and the income earned thereon, together 
with the realized gain or loss on investments and the unrealized gain or loss in investment values, of 
1IG for the periods indicated. Income earned on invested assets is stated after deduction of all invest¬ 
ment expenses other than income taxes, and excludes gains and losses on investments. 



Average Caak 
and lnvrslm(nti(a) 

Invcatmeata 

laveatmeat 

Per Caat Earned aa 

Raallaad 

Cata 

aa 

lareallaad 
Cala (Laaa) 
fra* 

Period 

Caak 

Inveatmenta 

Talal 

Earned( k ) 

and Caak 

Oalr 

<•> 

laeaaimaala 

1964 

$ 629,942 

$17,467,747 

$18,097,689 

$ 531,349 

2.9 

3.0 

$475,987 

$ (36.776) 

1965 

651,518 

18,995,252 

19.646,770 

633,074 

3.2 

3.3 

240,171 

(178.212) 

1966 

864,842 

22,265,384 

23,130,226 

857,549 

3.7 

3.9 

11,280 

(162,037) 

1967 

1,240,030 

25,351,846 

26,591,876 

960,833 

3.6 

3.8 

38,429 

(23,400) 

1968 

1,555,120 

26,592,365 

28,147,485 

1,066,125 

3.8 

4.0 

118,660 

280,980 

Nine months 
ended June 
30, 1969 

954,329 

26,332,043 

27,286,372 

874,336 

4.3(d) 

4.4(d) 

133,664 

(370,036) 


(a) Average of amounts at beginning and end of period with securities valued on the basis prescribed by the 
National Association of Insurance Commissioners. Real Estate is included at its admitted asset value. 

(b) Investment income includes interest on bonds, dividends from stock other than subsidiaries, and real estate 

income. 

(c) Before applicable income taxes (if any). 

(d) Annualized. 

Geographical Distribution of Business 

In 1968 the geographical distribution of the direct premium writings (gross premiums less return 
premiums and cancellation, excluding reinsurance assumed and before deducting reinsurance ceded) 


for the Interstate Insurance Group was as follows: 

Percent 

of 

Location Amount Total 

Illinois . $ 8,782,478 45.3 

Florida 1,744,088 9.0 

California 1,415,816 7.3 

Minnesota . 845,559 4.4 

New Jersey. 366,041 1.9 

Indiana 230,602 1.2 

Puerto Rico 230,157 1.2 

Massachusetts 222,161 1.1 

Washington 204,765 1.1 

Alaska 188,836 1.0 

Louisiana 186,294 1.0 

Other states. District of Columbia and 

Virgin Islands 1,149,566 5.9 

Surplus Lines 3,799,646 19.6 

Total $19,366,009 100.0 


Geo. F. Brown & Sons, Inc. 

Geo. F. Brown & Sons, Inc., acquired May 31, 1969, is an insurance agency founded in 1912. 
From 1912 to 1946 it engaged principally in an insurance brokerage business, dealing directly with the 
public. Commencing in 1946 the proportion of its direct brokerage business began to be reduced and 
since 1953 it has done most of its business through agents and brokers. Its agency business has grown 
from S350.000 in premiums in 1946 to in excess of $26 million in 1968. It secures business from over 
6,000 agents, brokers, and insurance companies located throughout the United States. In addition, since 
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1952 GI-B has, in effect, operated the Interstate Insurance Group. While its service contract was termi¬ 
nated upon GI B’s acquisition by INC, GFB continues as before to be generally responsible for most 
aspects of IIG’s business other than the investment of its assets. The insurance companies retain 
ultimate control over the amount and type of risks to be insured, premium rates, commissions to be paid 
to brokers and agents, reinsurance and the settlement of claims. GFB is reimbursed for its actual costs 
in servicing the insurance companies. 

Since 1946 a very important part of GFB's operations has been the representation of Underwriters 
at Lloyd’s London for whom it has been performing many underwriting functions similar to those handled 
for I1G. GFB has been underwriting manager for Continental Casualty Company in respect of its Illinois 
Liquor Liability Insurance since 1959. While Lloyd’s and the companies represented by GFB write the 
same general classes of insurance as 1IG, each insurer generally accepts different types of risks. Business 
is placed with IIG or other markets depending upon the wishes of the client or his broker the rates 
charged, the underwriting practice of the insurer, the commissions offered and, in some case’s another 
domestic or foreign insurer is desired. Since 1962 the agency business has been handled through a sub¬ 
sidiary, Brown and Hawley, Inc. In 1968 premiums in excess of $15 million were written through Brown 
and Hawley. Inc. with Underwriters at Lloyd’s, the Continental Casualty Company, and other domestic 
and foreign insurers. 

Another subsidiary, Higham, Nielson, Whitridge & Reid, Inc., is the nation’s largest producer of 
tailor-made accident and health programs for colleges, universities, schools, and camps. At the 
present time, it has approximately 460 exclusive contracts with major U. S. colleges and universities 
covering student accident, health, and liability insurance, and administers student medical reimbursement 
policies at these institutions. Its premiums written in 1968 were $9,050,196. 

For the past fifteen years Geo. F. Brown & Sons, Inc., both directiy and through Central Treaty 
Brokers, a wholly-owned subsidiary, has arranged a substantial amount of reinsurance, catastrophe and 
excess of loss business. This has been done by means of treaties, facultative placings and direct excesses. 

Geo. F. Brown & Sons, Inc. maintains its principal office at 175 West Jackson Boulevard Chicago 
Illinois, and branch offices in New York City, Boston, Atlanta, St. Petersburg, Dallas, Minneapolis Los 
Angeles and San Francisco. ’ 

Description of Interstate National Corporation Shares 

Interstate National Corporation is authorized to issue 2,000,000 shares of Common Stock $1 par 
value, of which 700,000 shares were outstanding as of August 25. 1969; and 1,000,000 shares’ of Pre¬ 
ferred Stock without par value, 27,000 of which have been designated and issued as Series A Convertible 
Preferred shares. All of the Series A Convertible Preferred shares are currently outstanding. Interstate 
officers, directors and Principal Stockholders as a group own an aggregate of 238,778 shares of 
Common Stock and 27,000 shares of Scries A Convertible Preferred Stock 

Holders of Common Stock are entitled to one vote for each share. Holders share ratably in assets 
available for distribution upon liquidation, but only after any preferential distributions to holders of 
Preferred Stock have been provided for or paid. Holders of Common Stock do not have preemptive 
rights or cumulative voting rights. All outstanding shares of Common Stock are fully paid and non¬ 
assessable. Holders of the Common Stock are entitled to receive such dividends as may be declared 
from time to time by the Board of Directors. 

The Series A Convertible Preferred Stock is identical in all respects to the Common Stock except in 
the following particulars. Any dividend on the Series A Convertible Preferred Stock must be 20 times 
any dividend on the Common Stock. No dividend may be declared on the Common Stock without being 
declared on the Preferred Stock. Stock dividends may be declared, except that such dividends on the 
Series A Preferred Stock may only be declared in such shares while Common Stock dividends may be 
declared only upon shares of Common Stock: No stock dividends may be declared unless declared on 
both the Common and the Scries A Preferred Stock. A similar provision applies to stock splitL Each 
outstanding share of Series A Preferred Stock is convertible and will be automatically converted into 20 
fully paid shares of Common Stock on January 1, 1973. 


A 
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INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF INCOME 

The following statement reflects the results of operations of Interstate National Corporation on a pooling of interests 
basis with its wholly-owned subsidiaries Interstate Fire & Casualty Company and subsidiaries and Geo. F. Brown & 
Sons, Inc. and subsidiaries (see note 1 of notes to the respective consolidated financial statements). Peat, Marwick, 
Mitchell 4 Co., independent certified public accountants, have examined the consolidated statement of income, so 
far as it relates to operations before pro forma adjustments, for the three years ended December 31, 1968 as stated in 
their report which is based in part upon the report of other independent certified public accountants and which 
should be read in conjunction with the consolidated financial statements of Interstate National Corporation and vS 
sidiaries and the related notes appearing elsewhere herein. With respect to the nine-month periods ended Ju^ 

1968 and 1969 which are unaudited, the management of the Corporation believes all adjustments (which include only r r, -ai 
recurring items) necessary to a fair statement of the results for such unaudited periods have been included. The opt iwno 
results for the nine months ended June 30, 1969 are not necessarily indicative of the results for a full year. 


• 

Year ended December 31, 


Nine months ended 
June 30, 

1964 

1965 1966 1967 

1968 

1968 1969 

(unaudited) 

(unaudited) 


(unaudited) (unaudited) 


Operating income: 

Insurance premiums 

Commissions . . 

Management fees 

Net investment income 

Other .. 

$ 9,226,144 
1,923.068 
69,126 

558,621 

73,713 

$11,202,004 

2,099,101 

70.435 

665,011 

88,971 

$12,868,039 

2,354,542 

77,616 

887,564 

(70,980) 

$14,334,710 

2,465,691 

174,764 

970,340 

145,108 

$14,688,046 

2,705,488 

291,424 

1,057,305 

183,696 

$10,067,280 

2,028,992 

132,046 

737,749 

290,415 

$10,729,954 

2,341,950 

135,017 

943.874 

159.257 

Total income 

11,850,672 

14,125,522 

16,116,781 

18,090,613 

18,925,959 

13,256,484 

14,310.053 

Operating expenses: 

Losses and loss adjustment expenses 

6,206,338 

7,641,200 

8,531,476 

9,550,363 

9,275,699 

6,492,790 

6,731,454 

Commissions and brokerage 

1,181,461 

1.468.185 

1,561,455 

1,988,157 

2,798,775 

1,737,204 

1,763,002 

Other operating expenses 

4,471,953 

5,010,433 

5.628,869 

6,380,357 

6,447,551 

5,012,865 

4,662.442 

Total expenses 

11,859,752 

14,119,818 

15,721,800 

17,918,877 

18,522,025 

13,242,861 

13,156,899 

Income (loss) before Fed¬ 
eral income taxes 

(9,080) 

5,704 

394,981 

171,736 

403.934 

13,623 

1,153,154 

Federal income taxes 

7,000 

6,000 

69,000 

(7,000) 

26,000 

(18,800) 

322,710 

Net income (loss) before 

extraordinary credit 

(16,080) 

(296) 

325,981 

178,736 

377,934 

32,423 

830.444 

Extraordinary credit—Federal income tax 
credit resulting from net operating loss 

carryforward 







87,735 

Net realized gain on investments, net of 

Federal income tax of $24,$00 in 1969 

482,593 

233,195 

13,156 

42,697 

127,487 

40,683 

117,922 


Net income and realized 
gam on investments before 


pro forma adjustment 

466,513 

232,899 

339,137 

221,433 

505,421 

73,106 

1,036.101 

Pro forma adjustment of executive profit 
sharing, net of Federal income tax 

147,445 

141,201 

140,982 

130,650 

131.680 

116,385 

13,168 

Pro forma earnings $ 

613,958 

$ 374,100 

$ 480,119 

$ 372.083 

$ 637,101 

$ 189,491 

$ 1,049,269 

Average number of shares outstanding 
(Note) . 

1,345,320 

1,343,820 

1,236,168 

1,219,3s4 

1,230,580 

1,230,380 

1,231,352 

Pro forma earnings per share (Note) 

$.456 

$.278 

$ 388 

$.305 

$ 518 

$ 134 

S.83Z 

Book value . 







$11.82 

Note: 









The pro forma earnings per share have been calculated on the basis of the average number of shares of common stock outstanding 
(or which would have been outstanding on a pooling of interests basis) adjusted to reflect fuli conversion of the outstanding shares of preferred 
stock of the Company. _ 


The decrease in net income, before extraordinary credit, of Interstate National Corporation from 1966 to 1967 it attributable to a 
number of features rather than to any specific item. The increase in earnings for the nine months ended June 30, 1969, compared to the nine 
months ended June 30, 1968, it due primarily to Interstate Insurance Croup's substantial increase in earned premiums and an increase in 
their equity in the unearned premiums reserve 
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INTERSTATE FIRF. & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Group—Subsidiaries of Interstate National Corporation) 

STATEMENT OF CONSOLIDATED SUMMARY OF EARNINGS 

I he following consolidated statement of earnings for the Interstate Insurance Group have been compiled from the 
annual statements of the companies as filed with the Insurance Department of their domiciliary state. This summary has 
been examined by Price Waterhouse & Co. for the four years ended December 31, 1967 and by Peat, Marwick, Mitchell & Co. 
for the year ended December 31, 1968, whose reports thereon are included elsewhere and should be read in conjunction 
with the financial statements of Interstate Fire & Casually Company together with the notes thereto, appearing elsewhere 
herein. The summaries for the nine months ended June 30, 1968 and 1969 have not been audited, but in the opinion 
of the management all adjustments necessary, consisting of only normal recurring accruals, have been made for a fair 
statement of net consolidated income and realized gain on investments for these periods on a statutory basis. The operating 
results for the nine months ended June 30, 1969 are not necessarily indicative of results for a full year. 

Nine months ended 

Year ended Dec ember 31 , June 30, 


Underwriting income: 

Net premiums written 

Increase (decrease) in unearned pre¬ 
mium reserve 

1964 

1965 

1966 

1967 

1968 

1968 

1969 

$ 9,929,651 

703,507 

511.674.321 

472,317 

513,687,454 

819,415 

514,599.635 

264,925 

513.984,164 

(703,882) 

(unaudited) 

5 9,684,786 

(382,494) 

(unaudited) 

511,081,797 

351,843 

Net premiums earned 

9,226,144 

11,202,004 

12,868,039 

14,334,710 

14,688,046 

10,067,280 

10,729,954 

Losses and loss expenses incurred 

6,652,647 

8,088,368 

9,046,094 

10,168,423 

9,835,930 

6,946,833 

7,146,513 

Underwriting expenses incurred 

3,616,853 

3,999,514 

4,761,752 

5,060,275 

5,223.507 

3,539,025 

3,743,052 

Total 

10.269,500 

12,087,882 

13,807,846 

15,228,698 

15,059,437 

10,485,858 

10,889,565 

Net underwriting loss 

(1,043.356) 

(885,878) 

(939,807) 

(893,988) 

(371,391) 

(418,578) 

(159,611) 

Investment income 








Income from investments 

579,197 

671,676 

897,235 

1,016,315 

1,127,354 

784,053 

941.767 

Investment expenses 

47,848 

38,602 

39,686 

55,482 

61.229 

52,876 

67,431 

Net investment income 

531,349 

633,074 

857,549 

960,833 

1.066.125 

731,177 

874.336 

Income (loss) before income of 








Interstate Life Assurance Com- 








pany 

(512,007) 

(252,804) 

(82.258) 

66,845 

694,734 

312,599 

714,725 

Income from Interstate Life Assurance 








Company (note 3) 

34,484 

25,360 

36,771 

31,147 

32,041 

21,106 

24,485 

Net income (loss) before Federal 








income taxes 

(477,523) 

(227,444) 

(45,487) 

97,992 

727,375 

333,705 

739,210 

1 ederal income taxes (note 8) 

— 

(584) 

— 

— 

— 

— 

— 

Net income (loss) 

(477,523) 

(226,860) 

(45.487) 

97.992 

727,375 

333,705 

739,210 

Realized gain (loss) on investments (note 
3): 








Fire and Casualty Companies 

475,987 

240,171 

11,280 

38,429 

118,660 

36,251 

133,664 

Life Company 

3,822 

680 

37 

(577) 

(1.903) 

(1.903) 

(12) 

Net income (loss) and realized 








gain or loss on investments 

5 2,286 

$ 13,991 

5 (34,170) 

S 135,844 

5 844,132 

5 368,053 

5 872,862 


Numerical note references above refer to notes to consolidated financial statements of Interstate Fire and Casualty Company and 

Subsidiaries 
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INTERSTATE FIRE AND CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Group—Subsidiaries of Interstate National Corporation) 

CONSOLIDATED STATEMENT OF ADJUSTED INCOME 

In compliance with the insurance laws and regulations under which the companies operate, insurance premiums when 
written are credited to the unearned premium reserve account and are transferred to underwriting income on an accrual 
basis over the terms of the policies. On the other hand, underwriting expenses incurred in issuing the policies, such as com¬ 
missions, state taxes on premiums, and miscellaneous office expenses are charged to underwriting income as incurred. 
Furthermore, the applicable insurance laws and regulations do not permit any amount to be carried as an admitted asset 
which would represent any such prepaid acquisition expenses. 

This required accounting treatment has the effect of charging to current income all the expenses in connection with 
the issuance of a policy at the time it is issued, but the premium income is spread over the period for which the policy is 
in effect. As a result, in a period when premiums written exceed premiums earned, statutory underwriting income is 
penalized to the extent of the prepaid acquisition expenses on the excess of premiums written over premiums earned. In 
a period when the reverse is true, statutory underwriting income is benefited. 

Since all expenses in the acquisition of the business represented in the unearned premium reserve have been charged to 
current income and are not carried as an asset, there is a value or equity in unearned premiums not included in earnings in the 
financial statements herein. A portion of the unearned premium reserve (see note below) has been reflected as the 
equity in the unearned premium reserve for the periods in this summary. 

In the following tabulation for the Interstate Insurance Group the changes in unearned premiums are taken into account 
on the basis set forth in the preceding paragraph for the respective periods. This summary has been examined for the years 
ended December 31, 1964 through 1967 by Price Waterhouse 4 Co., independent certified public accountants, and for the 
year ended December 31, 1968 by Peat, Marwick, Mitchell 4 Co., independent certified public accountants, and should be 
read in conjunction with the consolidated financial statements of Interstate Fire and Casualty Company and subsidiaries 
together with the notes thereto, appearing elsewhere herein. 

Nine months ended 

_ Year ende d December 31,_ June 30, 



1964 

1945 

1944 

1947 

1968 

1968 

1969 









Net income (loss). 

$(477,523) 

$(226,860) 

$(45,487) 

$ 97,992 

$727,375 

(unaudited) 

$333,705 

(unaudited) 

$ 739.210 

Increase (Decrease) in equity in unearned 
premium reserve (note) . 

246.228 

165,311 

286,795 

92,724 

(373,382) 

(274,622) 

114.348 

Net adjusted income (loss) before provi¬ 
sion for Federal income taxes 

(231,295) 

(61.549) 

241,308 

190,716 

353,993 

59,083 

853,558 

Provision for Federal income taxes (re¬ 
fund) 

(99.713) 

(16.856) 

_ 

_ 

__ 

__ 

155.235 

Net adjusted income (loss) 

(131,582) 

(44,693) 

241,308 

190,716 

353,993 

59,083 

698.323 

Extraordinary item: 

Federal income tax credit resulting 
from loss carryover 







87.733 

Net adjusted income (loss) including ex¬ 
traordinary items 

( 131,582) 

(44.693) 

241,308 

190,716 

353,993 

59,083 

786,058 

Net realized gain on investments, net of 
Federal income tax of $24,500 in 1969 

479.809 

240.851 

11,317 

37,852 

116,757 

34,348 

109.152 

Net adjusted income including extraor¬ 
dinary items and net realized gain on 
investments . 

$ 348,227 

$ 196,158 

$252,623 

$228,568 

$470,750 

$ 93.431 

$ 895.210 


Note: The equity in the unearned premium reserve at June 30, 1968 and 1969 and December It, 1968 was computed on the basil of 32 5'.. 
All other periods were computed at 35%. The percent of equity in the unearned premium reserve was determined by .in analy is, 
by maior line of business, of the companies' loss and loss expense experience. Included in the computation is a provision for estimated 
costs of servicing the business until expiration. In addition, consideration was given to the acquisition costs normally incurred in ihe 
writing of insurance and collection of premiums. 
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CEO. F. BROWN & SONS, INC. AND SUBSIDIARIES 
(Subsidiaries of Interstate National Corporation) 

CONSOLIDATED STATEMENT OF INCOME 

The following consolidated statement of income reflects the income of Geo. F. Brown & Sons, Inc. and its subsidiaries 
for the five years ended December 31, 1968 and for the nine-month periods ended June 30, 1968 and 1969. Peat, Marwick, 
Mitchell & Co., independent certified public accountants, have examined the consolidated statement of income, so far as 
it relates to operations before pro-forma adjustments, for the three years ended December 31, 1968, as stated in their 
report which should be read in conjunction with the financial statements of Geo. F. Brown & Sons, Inc. and subsidiaries/ 
and notes thereto appearing elsewhere herein. With respect to the nine months ended June 30, 1968 and 1969 which are' 
unaudited, the management of the Corporation believes that all adjustments necessary, consisting of only normal recurring 
accruals, to present fairly the earnings for the periods have been made. The operating results for the nine months ended 
June 30, 1969 are not necessarily indicative of results for a full year. 

Nine months ended 

___ Year ended December 31, June 30, 



1964 

1965 

1966 

1967 

1968 

1968 

1969 

Income: 

(unaudited) 

(unaudited) 




(unaudited) 

(unaudited) 

Net commissions 

SI,949,726 

$2,110,020 

$2,365,252 

$2,506,096 

$2,713,670 

$2,065,821 

$2,385,933 

Management and other fees: 








Interstate Insurance Group (note 








2) 

2.613,166 

2.811,837 

3,451,856 

3,681,435 

3,404.438 

2.549.700 

2.324,943 

Other insurance companies 

69,125 

70,434 

55,732 

143,451 

246,229 

239,468 

112,706 

Settlement with foreign reinsurers 








(deduction) (note 4) 

— 

— 

(187,500) 

(41,066) 

— 

48,752 


Other income 

65.855 

80.425 

101,509 

77,572 

153,409 

74.873 

152,291 

Total income 

4,697,874 

5.072,717 

5,786,851 

6,367,489 

6,517,748 

4,978,616 

4,975.874 

Operating expenses: 








Salaries and other employee benefits 








except bonuses and profit sharing 

2,488,975 

2,846,584 

3,094,220 

3,534.466 

3,714,585 

2,805,397 

2,767,787 

Bonuses and profit sharing (note 8) 

413,606 

391,399 

403,429 

418,933 

423,810 

347,194 

139,055 

Payments to employee retirement trust 








(note 7) . 

177,500 

200,000 

254,166 

278,389 

279,879 

222,917 

138,853 

Employment agreement expense 

49,260 

48,802 

64,832 

188,493 

188,222 

141.234 

141,025 

Other operating expenses (note 9) 

1,342.325 

1,524,188 

1,814,081 

1,961,342 

1,849,873 

1,500,998 

1,461,808 

Total operating expenses 

4.471.666 

5,010,974 

5,630,729 

6,381,624 

6,456,370 

5,017,740 

4.648,530 

Income (loss) before pro- 








vision for Federal income 








taxes 

226,207 

61.743 

156,121 

(14,135) 

61,377 

(39,124) 

327.344 

Provision for Federal income taxes (note 








5) 

107,000 

24,000 

69,000 

(7,000) 

26,000 

(18.800) 

167,475 

Net income (loss) before 








pro forma adjustment 

119,207 

37,743 

87,121 

(7.135) 

35,377 

(20,324) 

159,869 

Pro forma adjustment: 








Executive profit sharing, net of Fed- 








eral income taxes (note B) 

147,445 

141,201 

140,982 

150,650 

131,680 

116,385 

13,168 

Net income after pro forma 








adjustment 

S 266 652 

$ 178.944 

$ 228.103 

$ 143.514 

$ 167,057 

S 96,061 

$ 173,037 


Notes: 

(A) Numerical note references refer to the notes to consolidated financial statements of Geo. F. Brown A Sons, l..c, and subsidiaries. 

(B) The pro forma adjustment reflects the elimination (net of lax) of the cost of bonuses paid to certain officers of Geo. F. Brown 
L Sons. Inc under an agreement discontinued on October 31. 1968. These individuals have signed employment agreements which pro ide 
for remuneration equivalent to the approximate amounts of previous salaries excluding bonuses. 
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3(b). FROMMER COMPANIES 
General 

NSMC has entered into agreements providing for the mergers of Five-Dollar-A-Day Tours ("Tours”) 
and Frommer-Pasmantier Publishing Corporation (“FPP") with and into NSMC. In addition NSMC 
has agreed to acquire all of the outstanding stock of Arthur Frommer, Inc. for $500,000 cash and 
certain appointments, licenses and agreements owned by Travel Center, a partnership, for a cash con¬ 
sideration of $40,000 and 930 shares of NSMC Common Stock. It is expected that all of the above 
transactions will be closed concurrently. 

Reasons for the Transactions 

The above proposed transactions will permit NSMC to expand and diversify its activity in the travel 
field, especially when combined with NSMC’s access to the youth market. 

Recommendation of Management 

The terms of the mergers of Tours and FPP into NSMC were agreed upon in arms’ length 
negotiations between the officers and directors of NSMC, Tours and FPP. Among the factors considered 
in fixing the number of shares of NSMC to be issued were the market price of the stock of NSMC, the 
relative earning power of NSMC, Tours and FPP based on past and anticipated operations, the relative 
balance sheet positions of NSMC, Tours and FPP and their general financial position, including their 
long-range prospects. 

The Boards of Directors of NSMC, Tours and FPP have unanimously approved the mergers of 
Tours and FPP into NSMC. They believe that the proposed transactions are desirable, that the 
agreements are fair and equitable, and recommend to the stockholders of NSMC, Tours and FPP, 
respectively, that they vote in favor of them. 

Description of the Tours Agreement 

The terms of the proposed merger of Tours into NSMC are contained in an Agreement and Plan of 
Merger dated the 11th day of June, 1969 by and between NSMC and Tours and confirmed and agreed 
to by all of the stockholders of Tours (“Tours Plan"). The following description of the Tours Plan 
is a summary of certain of its provisions. The summary does not purport to be a complete description 
and is subject in all respects to the plan itself, which is attached hereto as Schedule D and to which 
reference is hereby made. 

The merger will become effective upon filing of Articles of Merger in the District of Columbia and 
the filing of a Certificate of Merger in the State of New York as soon as practicable after the adoption 
thereof by the stockholders of NSMC and Tours. NSMC will be the surviving corporation. It is presently 
contemplated that the effective date of the transaction will be prior to October 31, 1969. Either party 
may terminate the Plan if the transaction has not been consummated by such date. The Plan may also 
be terminated and abandoned by mutual consent of the Boards of Directors of NSMC and Tours at any 
time prior to the effective date of the merger. 

Upon the effectiveness of the merger all of the issued and outstanding shares of Tours Common 
Stock will be exchanged for an aggregate of 242,675 shares of NSMC Common Stock. Immediately 
upon receipt of such shares of NSMC Common Stock the stockholders of Tours will deposit in escrow 
(i) 73.500 of such shares to indemnify NSMC against any “Earnings Deficiency” or “Loss" as defined 
in the Escro’ \grcement appended to the Tours Plan and (ii) 49,000 of such shares to be released 
to the Tours stockholders in the event of a Decline in Market Value of NSMC Common Stock as defined 
in said Escrow Agreement. The purpose of such escrow arrangement is (i) to insure that the final 
number of shares of NSMC Common Stock received by the stockholders of Tours is based upon the 
actual future earnings of the new NSMC subsidiary to which the business of Tours will be transferred 
immediately after the effectiveness of the merger and (ii) to protect Tours stockholders against a decline 
in the market value of NSMC stock upon certain subsequent sales. The escrowed stock will also be 
used to indemnify NSMC against any loss, liability or reasonable and actual expense incurred by 
NSMC as a result of any misrepresentation or breach of warranty of the stockholders of Tours contained 
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in the Tours plan. No fractional shares or scrip will be issued by N'SMC and fractional interests of each 
Tours stockholder will be increased or decreased to the nearest whole share upon the release of any 
such shares from escrow to such stockholders. 

rhe obligations of NSMC, Tours and the Tours stockholders under the plan are subject to the ful¬ 
fillment of certain conditions prior to the consummation of the plan including the truth of their respective 
representations and warranties when the plan is consummated and delivery of certain opinions of counsel. 

The obligations of NSMC are subject to the additional conditions that (i) the Tours stockholders 
shall have executed the Escrow Agreement, (ii) the stockholders of NSMC shall have approved an 
amendment to the NSMC Articles of Incorporation increasing the number of authorized shares of 
NSMC Common Stock and shall have approved the Tours Plan and (iii) the number of shares of NSMC 
Common Slock owned by NSMC stockholders exercising their rights as dissenting stockholders under 
District of Columbia law shall not have exceeded two percent of the outstanding shares of NSMC 
Common Stock. 

Pursuant to the Tours Plan each Tours stockholder has agreed not to sell his shares of NSMC 
Common Stock received upon the merger without a favorable opinion of NSMC counsel to the effect 
that the proposed transfer or disposition does not require registration of such shares of NSMC Common 
Stock under the Securities Act of 1933, as amended. The Tours stockholders have certain registration 
rights under the plan, the effect of which is to provide the Tours stockholders with an opportunity to 
sell all of the NSMC Common Stock received by them under the plan in amounts not exceeding 25 percent 
of such stock received in the first year after the effective date of the merger, 50 percent of such stock by 
the end of the second year after the effective date, and all of such shares thereafter. The Tours stock¬ 
holders have the right under certain circumstances to compel such registration. As referred to above, a 
portion of the stock deposited in escrow is available to protect the Tours stockholders against a decline 
in the market value of the NSMC Common Stock below $43 per share upon the subsequent sale of NSMC 
stock by the Tours stockholders. Notwithstanding any of the provisions of the plan relating to 
registration of shares of NSMC Common Stock received by Tours stockholders, each such stockholder 
has agreed that he will not dispose of any shares of NSMC stock if in the opinion of NSMC’s independent 
public accountants such disposition will result in the accounting treatment of the merger being other than 
a “pooling of interests". 

Pursuant to the Tours Plan NSMC has agreed to incorporate on or before the effective date of the 
merger a New York subsidiary (“New Tours”) and to transfer to such subsidiary on or before November 
1, 1969 all of the assets of Tours acquired by NSMC pursuant to the merger. Subject to certain 
conditions, Arthur Frommer, a stockholder of Tours, will have the right to determine the New Tours 
board of directors, the appointment of New Tours officers and the operations in the ordinary course of 
business of New Tours. Subject to the same conditions, NSMC has agreed to nominate a representative of 
the Tours stockholders to serve on the NSMC Board of Directors. NSMC has agreed not to engage 
in competing services with those of New Tours or the latter’s subsidiaries. 


Description of the FPP Agreement 

The terms of the proposed merger of Frommer-Pasmantier Publishing Corporation with and into 
NSMC arc contained in an Agreement and Plan of Merger dated the 11th day of June, 1969 between 
NSMC and FPP and confirmed and agreed to by all of the stockholders of FPP (“FPP Plan”). The 
following description of the FPP Plan is a summary of certain of its provisions. The summary does not 
purport to be a complete description and is subject in all respects to the plan itself which is attached 
hereto as Schedule E and to which reference is hereby made. 

Procedurally, the plan is similar to the Tours Plan described in the preceding section. Upon the 
effectiveness of the merger all the issued and outstanding shares of FPP Common Stock will be exchanged 

°( T s*?K?r g r g!ile c 6 ’ 9 ? 6 SharCS ° f NSMC Common Stock - Immediately after receipt of such shares 
r vcv^° mm0n S ' 0Ck f FPP stockho,dcrs wiI1 de P°sit in escrow 698 shares of such stock to indem- 
m > . S. ,C against certain losses defined in the Escrow Agreement attached to the FPP Plan. 

The conditions contained in the FPP Plan are similar to those described above for the Tours Plan 
Registration rights, somewhat more restricted than those contained in the Tours Plan, are provided! 
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except that the FPP stockholders will obtain no additional shares in the event of a decline in the market 
value of NSMC stock upon its sale by such stockholders. 

Accounting Treatment 

T he Tours merger and the FPP merger are considered to be poolings of interests for accounting 
purposes. Therefore, under generally accepted accounting principles, NSMC will carry forward the 
retained earnings and the net assets of Tours and FPP at their book values immediately prior to the 
effective date of the merger. 

Description of Five-Dollar-A-Day Tours, Inc. 

General 

Five-Dollar-A-Day Tours, Inc., a New York corporation, was incorporated in November 1961 
and commenced operations in the Fall of 1962. Tours’ primary business is the creation and operation 
of inexpensive packaged tours to Europe. In connection therewith, Tours obtains hotel accommodation*, 
arranges for necessary auto and train transportation and books sightseeing tours. These services are com¬ 
bined with air transportation to form a packaged tour program which is normally promoted and advertised 
by a specific scheduled international airline. The tour ordinarily is divided into two categories: Foreign 
Independent Tours (“FIT’) designed for the individual passenger who does not wish to travel in a preset 
group, but who seeks prearranged reservations for an itinerary of his own choosing, and Group Inclusive 
Tours (‘‘GIT") prepared for the passenger who travels in a preset itinerary with a group of at least 15 
persons. 

The following table sets forth, with respect to the eight month period ending June 30, 1969, a list 
of the ten largest tours (in dollar volume) and the approximate percentage of Tours sales which each 
represented: 


Name of 

Name of Torn* 


Eight month* 
ended 

Jane 30,1»M 
Percentage 

Airline 

of Sales 

KLM 

.... Europe on $5 a Day 

FIT 

28.1% 


Europe on $10 a Day 

FIT 

BOAC 

. London Show Tours 

GIT 

12.5 

BOAC 

.*.. Bonanza Holidays 

GIT 

9.7 

KLM 


GIT 

9.4 

BOAC 

. Combination Holidays of 

Britain and Europe 

GIT 

9.2 

Air-India 

Isles, A Tale of Two Cities 

GIT 

3.9 

KLM 


GIT 

3.6 

Iberia . 


GIT 

3.2 

SAS 

. Dollar-Wise Holidays 

GIT 

3.1 

KLM 

Capital Cities 

GIT 

2.5 



Total. 

. 85.2% 


Tours’ profits are derived from the difference between the cost price for the various land services 
comprising a tour and the price received from the various airlines or retail agencies for these services. 
The services that Tours provides in its tour packages generally consist of hotel accommodations, sight¬ 
seeing tours and either car rentals or railroad tickets. Tours ordinarily obtains its hotel accommodations 
as the need arises in particular tours. Occasionally, however, Tours will lease a block of rooms or an 
entire hotel for a specified period of time. Recently, Tours has acquired its own hotel facilities in Copen¬ 
hagen, Denmark and Amsterdam, Holland which are also used to provide accommodations for its tours 
(see ‘‘Hotel Operations”). 
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Sightseeing accommodations arc obtained cither on a per person basis or by chartering an entire 
bus for a specific tour. Recently, Tours organized a sightseeing company in London, England. This 
Company, which presently owns 3 buses, provides services primarily for Tours. Car rentals and railroad 
tickets are obtained directly from the suppliers of these services. Tours believes that by purchasing the 
above services in bulk quantities it is able to effect substantial savings over the price that would be paid 
by individual tourists purchasing these services on a retail basis. 

Ip addition to the income derived from tour programs, income is derive! from airline ticket com¬ 
missions, service charges for tour cancellations and changes, interest income arising from the use of funds 
received several months prior to the time payments are required to be made to various suppliers and 
miscellaneous items incidental to its tour programs. 

The following table sets forth the percentage of revenues received by Tours for the last three fiscal 
years and for the seven months ended May 31, 1968 and 1969 for its various services: 

Seven Months 

_Fiscal Year Ende d Oc tober 31 Ended May 31 



1966 

1967 

1968 

1968 

1969 

Gross Profit from Tour Program 

97.3% 

88.6% 

87.2% 

90.8% 

88.5% 

Airline Commissions 

— 

.1 

6.4 

5.9 

8.4 

Service Charges 

— 

3.6 

3.0 

2.3 

2.4 

Interest Income 

1.9 

1.8 

1.8 

,6 

.4 

Miscellaneous 

.8 

5.9 

1.6 

.4 

.3 


100% 

100% 

100% 

100% 

100% 

Administration 







Tours’ operations are administered primarily in its main office in New York City and in branch 
offices located in Amsterdam, Paris, Munich, Madrid and Toronto. Tours also has representatives in 
other major cities throughout Europe. Tours’ New York City facility is serviced by an IBM 360 data 
processing installation which invoices clients, prepares vouchers for their clients’ use in Europe, requests 
reservations from various hotels in Europe, sends status reports to the various retail agents and airline 
offices, and provides statistical information for the accounting department. In addition, Tours has direct 
telex communications with its various offices in Europe. 

Sales 

The executive personnel of Tours personally solicit the international airlines and work out various 
tour programs with them. Approximately 75% of the revenues from the tours is derived from their sale 
by retail travel agents. These travel agents are solicited by direct mail and personal solicitation by the 
various executives of Tours. The sale of tours directly by the international airlines accounts for an addi¬ 
tional 23% of Tours’ sales. The balance of the tours are sold to the general public through Tours’ 
affiliated retail travel agency, Travel Center. 

Governmental Regulations 

The International Air Transport Association and the Civil Aeronautics Board set forth the rules and 
regulations under which various tours may be operated. All tour programs of Tours are subject to these 
rules and regulations and either of these two organizations may promulgate rules or regulations which 
may adversely affect Tours future profitability. 

Hotel Operations 

On April 1, 1969 Tours, through a 50% owned subsidiary, opened a new 180 bed hotel in Amster¬ 
dam. Holland which was built to its specifications. The hotel, which is owned jointly with KLM Royal 
Dutch Airlines, is called the "Hotel Arthur Frommcr”. Room rentals are $14 per night for a double 
room including breakfast, service charges and taxes. Tours’ subsidiary leases the hotel from a Dutch 
construction company at annual rentals beginning at $69,000 and increasing to $95,000 at the end of the 
lease. The lease expires December 31, 1979 but may be extended by Tours’ subsidiary for an additional 
10 year period. Pursuant to a shareholders agreement with KLM, Tours has exclusive control over the 
hotel’s management. 
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On June 1, 1969 Tours, through a wholly owned subsidiary opened a 100 bed hotel in Copenhagen, 
Denmark. The rooms in this hotel, called "Hotel Arthur Frommer", rent for $20 a night including 
breakfast, service charges and taxes. The hotel is leased until 1979 at an annual rental of $145,000 
which includes all services. Tours has an option to extend the lease for an additional six year period. 

Neither hotel has been operating for a sufficient period to determine its profitability. Tours is 
presently negotiating for the construction or operation of other hotels in various European cities and the 
Caribbean. No definite arrangements have as yet been completed. 

Employees 

Tours employs approximately 45 persons in its New York offices. Of this number 10 are executive 
sales and supervisory personnel, 25 perform clerical services and the balance are engaged primarily in the 
administration of tour programs. It also employs approximately 20 persons in its offices throughout 
Europe. It has no collective bargaining agreements and it believes that relations with its employees have 
always been satisfactory. Tours provides a hospitalization and profit sharing plan for its key employees. 

Competition 

Competition in the international travel service field is extremely intense and there are many com¬ 
panies involved in providing all expense paid travel tour services which are substantially larger and have 
greater financial resources than those of Tours. 


Property 

Tours’ main executive offices are maintained on approximately 16,500 square feet of space located 
on two floors at 70 Fifth Avenue, New York, New York. These premises are leased until February 1978 
at an annual rental of $59,136. In addition, Tours must reimburse the landlord for its pro rata share of 
increased real estate taxes and operational expenses. Tours also leases space until October 31, 1971 at 
30 East 42nd Street and 18 East 41st Street at annual rentals of $19,512 and $10,368, respectively. Both 
premises are sublet by Tours for the balance of their term at the exact rental figure for which Tours is 
obligated. 


Tours also leases office space at the following European locations: 


City Expiration D*l* 

Amsterdam June 30, 1972 

Madrid . December 31, 1969 

Munich .. November 30, 1969 

Toronto November 30, 1971 

Paris . January 1, 1984 


Annual Rtotal 

$476 
$3,000 
$1,050 
$1,710 
$ 650 


Description of Frommer-Pasmantier Publishing Corporation 

Frommer-Pasmantier Publishing Corporation was incorporated in the State of New York in 
January 1963. FPP’s primary business is writing, editing and producing travel guides and discount 
packets on contract for major air carriers and other travel-related firms. FPP has produced five guide 
books to American cities (New York, Washington, Chicago, Los Angeles and San Francisco) in a series 
of TWA Budget-Guides for Trans World Airlines. Nine additional TWA Budget-Guides to European 
and American cities are projected. Revenues from TWA Budget-Guides for the six months period ended 
June 30, 1969 represented approximately 79% of FPP sales for the period. 

FPP has also produced a series of seven guide books for American Airlines and is presently under¬ 
taking production of the first test title in what may be a series of packets of discount coupons to businesses 
in various American cities for Greyhound Bus Lines. In addition, FPP is publishing a new series of 
"Dollar-Wise Guides" to areas outside the United States, two of which (A Dollar-Wise Guide to Italy, 
and A Dollar-Wise Guide to England) have already been published and are currently being distributed 
to book stores by Simon & Schuster, Inc. which has trade distribution rights for FPP. 

FPP employs 14 persons including 8 free lance writers, 3 executive personnel, and 3 clerical 
personnel. FPP occupies office space leased from Tours in New York City. 
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THE FROMMER GROUP 

COMBINED STATEMENT 

The following statement of earnings sets forth the results of operations of The Frommer Group of Companies. 
The statement so far as it relates to Five Dollar-a-Day Tours, Inc. has been examined by Haskins & Sells, independent 
certified public accountants, for the three years ended October 31, 1968 and should be read in conjunction with their 


reports, the combined financial statements of the Frommer Group of Companies and notes thereto included elsewhere 
in this proxy statement. 

1964 1965 



(unaudited) 



(unaudited) 



Five 

Dollar-a- 
Day Tours, 

Other 

Frommer 

Combined 

Five 

Dollar-a- 
Day Tours, 

Other 

Frommer 

Combined 


Inc. 

Companies 

total 

Inc. 

Companies 

total 

Revenue: 

Service . 

$430,888 

260,431 

691,319 

1,154.236 

443,101 

1,597,337 

Cost of services. 

335,352 

119,293 

454,645 

941.391 

258,676 

1,200.067 

Gross profit . 

95,536 

141,138 

236,674 

212,845 

184,425 

397,270 

Selling, general and administrative expenses 

76,158 

97,956 

174,114 

209,440 

150,013 

359.453 

Income from operations 

19,378 

43,182 

62,560 

3,405 

34,412 

37,817 

Other income. 

814 

— 

814 

4,052 

141 

4,193 


20,192 

43,182 

63,374 

7,457 

34,553 

42,010 

Other deductions . 

— 

— 

— 

— 

553 

553 

Earnings before income taxes 

20,192 

43,182 

63,374 

7,457 

34,000 

41,457 

Provision for Federal taxes on earnings (note 4). 

5,047 

14,257 

19,304 

1,864 

4,819 

6,683 

Net earnings . 

$ 15,145 

28,925 

44,070 

5,593 

29,181 

34,774 


Notes: 

(A) See accompanying notes to combined financial statements. 

(B) A considerable increase in the 1968 earnings and profits of Five Dollar-a-Day Tours, Inc. which is a high volume, 
low profit margin operation, was insufficient to offset a decline in the 1968 profits of the Frommer Publishing Companies due 
primarily to the loss of one significant contract which was subsequently renewed. Thus, while the 1968 sales of the combined 
Frommer Companies showed a 35% increase over 1967, the 1968 profits showed a 17% decline from 1967. 
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OF COMPANIES 

OF EARNINGS 

With respect to the nine months ended May 31, 1968 and 1969 which are unaudited, management believes that all 
adjustments, none of which were other than normal recurring accruals, necessary to a fair statement of results of 
operations for such periods have been included. 



1966 



1967 



1961 


(audited) 

(unaudited) 

(audited) 

(unaudited) 

(audited) 

(unaudited) 

Five 

Dollar-a- 
Day Tours, 
lac. 

Other 

Frommer 

Companies 

Combined 

total 

Five 

Dollar-a- 
Day Tours, 
Ioc. 

Other 

Frommer 

Companies 

Combined 

total 

Five 

Dollar-a- 
Day Tours, 
Inc. 

Other 

Frommer 

Companies 

Combined 

total 

1,841.622 

469,921 

2,311.543 

2,292,988 

535,185 

2,828,173 

3,116,045 

474,451 

3,590,496 

1,451.640 

286,042 

1,737,682 

1,801,114 

282,967 

2,084,081 

2,310,064 

256,325 

2,566,389 

389.982 

183.879 

573,861 

491,874 

252,218 

744,092 

805,981 

218,126 

1,024,107 

381,782 

152,316 

534,098 

467,393 

168,148 

635,541 

731.876 

200,356 

932,232 

8,200 

31,563 

39,763 

24,481 

84,070 

108.551 

74,105 

17,770 

91,875 

10,560 

274 

10,834 

9,064 

1,312 

10,376 

14,860 

494 

15,354 

18,760 

31,837 

50,597 

33,545 

85,382 

118,927 

88,965 

18,264 

107,229 

__ 

1,040 

1,040 

1,467 

— 

1,467 

5,500 

— 

5,500 

18,760 

30,797 

49,557 

32,078 

85,382 

117,460 

83,465 

18,264 

101,729 

4,136 

3,680 

7,816 

10,119 

29,707 

39,826 

36,250 

4,857 

41,107 

14,624 

27,117 

41,741 

21,959 

55,675 

77,634 

47,215 

13,407 

60,622 
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THE FROMMKR GROUP OF COMPANIES 

COMBINED STATEMENT OF EARNINGS (Continued) 


Nlnt months ended May 31, 1968 Nine months ended Miy 31, 1969 


Revenue: 

Five 

Dollar-a- 
Day Tours, 
Inc. 

(unaudited) 

Ollier 

Frommer 

Companies 

Combined 

total 

Five 

Dollar-!- 
Day Tours, 
Inc. 

(unaudited) 

Other 

Frommer 

Companies 

Combined 

total 

Service . 

$1,895,026 

$314,154 

$2,209,180 

$2,924,899 

$681,923 

$3,606,822 

Cost of services 

1,446,242 

166,827 

1,613,069 

2,335,58 J 

371,830 

2.707.416 

Gross profit . 

448,784 

147,327 

596,111 

589,313 

310,093 

899,406 

Selling, general and administrative ex- 







penses ... . 

403,365 

123,033 

526,398 

536.737 

198,358 

735,095 

Income from operations 

45,419 

24,294 

69,713 

52,576 

111,735 

164,311 

Other income 

11,309 

— 

11,309 

10,734 

— 

10,734 

Other deductions 

2,378 

— 

2,378 

634 

— 

634 

Earnings before income taxes 

54,350 

24,294 

78,644 

62,676 

111,735 

174,411 

Provision for Federal income taxes 







(Note 4) 

20,795 

4,949 

25,744 

32,928 

35,845 

68,773 

Net earnings 

$ 33.555 

$ 19.345 

$ 52,900 

$ 29,748 

$ 75,890 

$ 105,638 


( 
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3(c). MAR-CLAY MILLS, INC. 

Reasons for the Merger 

The proposed merger of Mar-Clay Mills, Inc. (“Mar-Clay") into NSMC will permit the Company 
to expand its youth oriented product group to include hosiery. It is felt by the NSMC Board of 
Directors that the Company will enhance the business of Mar-Clay by providing the marketing services 
of NSMC. 


Recommendation of Management 

The terms of the proposed merger were agreed upon in arms' length negotiations between the 
officers of both companies. Among the factors considered in fixing the number of shares of NSMC 
Common Stock to be issued were the relative earning power of both enterprises based on past and 
anticipated operations, the relative balance sheet positions, the general financial position of both com¬ 
panies and their long-range prospects. The Boards of Directors of NSMC and Mar-Clay have unani¬ 
mously approved the plan of merger and believe that such plan is fair and equitable, and recommend 
to the stockholders of NSMC and Mar-Clay that they vote in favor of it. 


Description of the Agreement 

The terms of the proposed merger are contained in an Agreement and Plan of Merger dated as of 
the 8th day of August, 1969 between NSMC and Mar-Clay and confirmed and agreed to by each of 
the four stockholders of Mar-Clay (“Mar-Clay Plan”). The following description of such plan is only 
a summary of certain of its provisions and does not purport to be complete and is subject in all respects 
to the plan itself, which is attached hereto as Schedule F and to which reference is hereby made. 

The merger will become effective upon the filing of Articles of Merger in accordance with ilie laws 
of the Commonwealth of Pennsylvania and the District of Columbia as soon as practicable after the 
approval of the stockholders of both corporations. It is presently contemplated that the effective date 
of the merger will be prior to October 31, 1969. 

Upon the effectiveness of the merger each issued and outstanding share of Mar-Clay Common 
Stock will be automatically cancelled and there shall be exchanged therefor 375 shares of NSMC Common 
Stock. Shareholders of Mar-Clay who dissent and comply with Pennsylvania law will receive the fair value 
of their shares. On the assumption that no Mar-Clay stockholders dissent, a maximum of 300,000 shares 
of NSMC Common Stock will be issuable upon consummation of the merger. Because the parties to the 
Mar-Clay Plan were unable to agree upon the value of Mar-Clay, immediately upon receipt of the 
aforementioned shares of NSMC Common Stock the stockholders of Mar-Clay will deposit in escrow 
140,000 of such shares to indemnify NSMC against any “Earnings Deficiency" or “Loss" as defined 
in the Escrow Agreement appended to the Mar-Clay Plan. The purpose of such escrow arrangement is 
to insure that the final number of shares of NSMC Common Stock received by the stockholders of 
Mar-Clay is based upon the actual future earnings of the new NSMC subsidiary to which the business 
of Mar-Clay will be transferred immediately after the effectiveness of the merger. The escrowed stock 
will also be used to indemnify NSMC against any loss, liability or reasonable and actual expense incurred 
by NSMC as a result of any m srepresentation or breach of warranty of the stockholders of Mar-Clay 
contained in the Mar-Clay Plan to the extent such liabilities exceed, in the aggregate, $5,000. No 
fractional shares or scrip will be issued by NSMC and fractional interests of each Mar-Clay stockholder 
will be increased or decreased to the nearest whole share upon the release of any such shares from 
escrow to such stockholders. 

The obligations of NSMC. Mar-Clay and the Mar-Clay stockholders under the plan are subject 
to the fulfillment of certain conditions prior to the consummation of the plan including the truth of their 
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oTcounsel rcprcscnta,l0ns and warran,ies when the plan is consummated and delivery of certain opinions 

, h . NSMcJlfsn'h? ° f Ma ^ ,ay th f e Mar ' C,ay S, ° ckho,ders «e subject to the additional condition 
thn NSMC shall have received an order from the Securities and Exchange Commission declaring effective 

b^tlic sto k} C M ltlCS f Ct ° f 193 ^ 35 amcndcd ’ a "Ration statement relating to the proposed sale 
by the stockholders of not more than twenty-five percent of the shares of NSMC Common Stock to be 

c^tnhon NSMC Jr TT'J° ?* P ' a " frte ° f CSCr0W restricti °ns. In connection with such 
reguranon, NSMC is obligated under the plan to pay to the stockholders the amount by which $1,600 000 

repisiJr A* ag f cga,R proc " ds t0 the stockholders from the sale of shares of NSMC Common Stock 

m » h ( 3S a /° reSaid pr °' ra,a rcduc tion if fewer than 40,000 shares are registered and sold 
except that such payment shall in no event exceed $300,000. 

, ,. ThC . °J Ii . ga,i ° nS ° f * S1 * C arc sub i cct to the additional conditions that (i) the Mar-Clay stock- 
ho.ders shall have executed the Escrow Agreement, (ii) the stockholders of NSMC shall hav^ approved 

oNSMCCommo 1^P«tion increasing the number of authorized shTres of 
of NSMC Common Stock and approving the Mar-Clay Plan and (iii) the number of shares of NSMC 

DiTrtoofCdu, b Wn i b h f Mt ; stockholders exercising their rights as dissenting stockholders unde^ 
slock 3W ShaM n0t h3VC CXCecded two I* rc «‘ of tbe outstanding shares of NSMC Common 

NSMC U Com™n° . Mar ‘ Clay Plan each Mar - Qa y stockholder has agreed not to sell his shares of 

NSMC Common Stock received upon the merger, except pursuant to the initial registration described 
above without a favorable opinion of NSMC counsel to the effect that the proposed transfer or disposition 
does "ot require registration of such shares of NSMC Common Stock under the Securities Act oM 933 

sVwi.h f NSMC h f a8r »f ed that m thC CVCnt ° f any re 8 istration of NSMC Common Stock on Form’ 
S-l within four years after the effectiveness of the merger NSMC will use its best efforts to register all 

or part of the NSMC Common Stock of any Mar-Qay stockholder so requesting. N«with.tSS £ 
foregoing, each Mar-Qay stockholder has agreed that he will not dispose of any shares of NSMC Common 
Stock, except pursuant to the initial registration statement the effectiveness of which is a condition of the 
obligations of Mar-Qay and Mar-Qay stockholders, if in the opinion of NSMC. independent public 

“pooHng'of inTerestt" OS,UOn Wl " rCSUU “ ^ aCC ° Un,ing trea,mcnt ° f ,hc mCrger being other dian * 

u ^. S ^ C has , ag l eed t0 conduct business in Pennsylvania so as to be liable to pay a franchise tax to 
Edition NSMC U^ w rCq r H l ° * . qUa,if ! Cd 85 8 forcign cor P° r *tion doing business in such state. In 
NSM^if NSMC el? 83 A°r V m r ‘° ,hC Mar - Qay stockholdcrs die amount of tax saving to 
, any deduct,on hom **» income for federal income tax purposes for any interest 
attributable to the release of shares of NSMC Common Stock from escrow to such Stockholm 

mnnnIr hC ,„ N 3 ar ' < i : . lay r Plan ^ wiU conduct its busin «* «**y ^ the usual and ordinary 

manner and will refrain from any transactions not in the ordinary course of business except with t£ 

written consent of NSMC to such transactions. Mar-Clay has agreed that NSMC and its Authorized 

ZZ7T Sh H a "’ f T a r" d aftCr ,hC d3tC ° f ,hC Mar - Clay Plan - have full access to the properties 
and the books and records of every kind of Mar-Clay. NSMC intends to call in all presently oSstwdine 

( ans from Mar Clay to officers of Mar-Qay within 180 days after the merger becomes effective. 8 

Accounting Treatment 

The transaction is considered to be a pooling of interests for accounting purposes. Therefore under 

SKrssrssr NSMc wai ,o ™ ard ■—* —» ~*. z 
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Description of Mar-Clay Mills, Inc. 

Business 

Mar-Clay Mills, Inc., a Pennsylvania corporation, was organized in June, 1962 to engage in the 
production and sale of hosiery and related products, assuming the operations of a partnership which 
operated a hosiery mill in Philadelphia. In 1965 Mar-Clay officers supervised construction of a new 
hosiery mill in Milford, Delaware, such mill being financed by a bond issue of $850,000 by the Milford 
Industrial Development Corporation Number One. The new mill was designed by present management 
to infegrate various processes used in the production of hosiery and to reduce the number of production 
steps necessary to complete a finished stocking. The mill is a completely integrated plant, which receives 
yarn, dye stocks and packaging material and produces finished, packaged hosiery. 

Products include basic tubular seamless mesh stockings, one-size stretch stockings and panty nuic. 
The styles which comprise most of the present business are basic styles in the hosiery industry. The 
styles are low-priced stockings, for resale through self-service discount retail outlets. Mar-Gay does 
not compete in the bra.ided hosiery area. Although the company does package stockings under two of 
its own labels, most of its output is packaged under the name of the particular customer to which such 
output is sold. 


Property 

Mar-Gay owns ten acres of ground in Milford which is zoned for industrial use. The current mill is 
a 30,000 square foot one-story masonry building which is air-conditioned and humidity controlled. 
Approximately 2,000 square feet are used for administrative purposes, the balance containing the pro¬ 
duction facilities. Additional production facilities to permit a doubling of the company's capacity are 
currently under construction. 


Employees 

As Milford is predominantly an agricultural community, it is necessary for the company to train 
workers who are unfamiliar with the hosiery business. The company presently has approximately 150 
employees. Each employee is trained as an expert in one particular mechanical operation. By utilizing 
staggered shifts on the knitting operations, the company operates seven days a week, 24 hours a day. 
Employees conducting operations subsequent to knitting, i.e. sewing, forming, dyeing, packaging and 
labeling, are compensated on a piece work basis. At the present time no employees are members of a 
union. 


Competition 

The low cost stocking industry is highly competitive and a company may enter the field with rela¬ 
tive ease, opening up the possibility of the development of excess capacity in the area. Most purchasing 
is based upon price alone, there being little brand loyalty and few strong relationships between manu¬ 
facturers and wholesalers. 
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MAR-CLAY MILLS, INC. 

STATEMENT OF INCOME (LOSS) 

The following statement of income (loss) for the five years ended May 31, 1968 and for the nine months ended 
May 31, 1968 and 1969 sets forth the results of operations of Mar-Clay Mills, Inc. The statement so far as it relates 
to the two years ended May 31, 1968 has been examined by Laventhol Krekstein Horwath 4 Horwath, independent certified 
public accountants and should be read in conjunction with their report, the financial statements and notes to financial 
statements included elsewhere in this proxy statement. With respect to the nine months ended May 31, 1968 and 1969, 
*hich are unaudited, management believes that all adjustments, none of which were other than normal recurring accrual/^ 
necessary to a fair statement of results of operations for such periods have been included. V 

__Year ended May 31, 


(unaudited) 


(audited) 


Nine Month* 
ended May 31, 
(unaudited) 



1964 

1963 

1964 

1967 

1968 

1968 

1969 

Net sales 

SI.244,336 

$997,956 

S 691,756 

$1,421,782 

$1,657,000 

$1,307,630 

$1,866,417 

Cost of sales 

1,120,713 

876,434 

764,738 

1,250,537 

1,200,513 

933,802 

1,241,890 

Gross profit (loss) .. 

123,821 

121,522 

(72,982) 

171,245 

456,487 

373,828 

624,527 

Selling, general and administrative expenses 

143.738 

122,664 

88,632 

276,672 

128,536 

104,679 

152,392 

Income (loss) from operations 

(19,937) 

(1,142) 

(161,614) 

(105,427) 

327.951 

269,149 

472,135 

Other income: 








Interest 

— 


16,187 

4,414 

8,218 

8.218 

10,902 

Management services 

— 


7,800 

_ 

. 



Gain on sale of machinery 

— 

19,057 


i 

. 



Miscellaneous 

2,896 

101 

108 

3,284 

854 

886 

8,084 


2,896 

19,158 

24,095 

7,698 

9,072 

9,104 

18,986 


(17,041) 

18,016 

(137,519) 

(97.729) 

337,023 

278,253 

491,121 

Other deductions: 








Loss on investment _ 


_ 


25,000 

_ 



Interest and factoring charges 

31,018 

23,590 

44,977 

90,541 

113,375 

87,525 

86,658 

Loss on abandonment of leasehold 








improvements 


- 

18.111 





Miscellaneous 

— 

— 


4,245 

2,089 

2,089 

315 


31,018 

23,590 

63,088 

119,786 

115,464 

89,614 

86,973 

Income (loss) before taxes on income atsd 








extraordinary item 

(48,039) 

(5,574) 

(200,607) 

(217,515) 

221,559 

188,639 

404.148 

Taxes on income 

— 

— 

— 

— 

106,618 

94,179 

217,566 

Income (loss) before extraordinary item 

(48,039) 

(5,574) 

(200,607) 

(217,515) 

114,941 

94,460 

186,582 

Extraordinary item—Federal income tax 








reduction resulting from carryforward of 








prior years' operating loss 

— 

— 

— 

— 

105,718 

93,519 

167,767 

Net income (loss) . 

S (48,039) 

S (5,574) 

$(200,607) 

$(217,515) 

$ 220.659 

S 187,979 

$ 354.349 


The decline in volume of salei and related costs during the yean 1963 and 1966 was the result of moving to new facilities to increase 
manufacturing capacity which required training of employees. 
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3(d). MAILBAG COMPANIES 
General 

NSMC has entered into agreements providing for the mergers of Mailbag International, Inc. 
(“Mailbag”) and Mil. Services, Inc. (“Mil”), with and into NSMC. In addition, on August 
8 1969 NSMC entered into three related, bu* ind.pendent, agreements as follows: (i) agreement 
(“Dufftor Agreement”) with the stockholders of Dufftor Holding Limited (“Dufftor") to purchase 
all of the issued and outstanding stock of Dufftor, (ii) agreement (“YMI Agreement") with the sole 
stockholder of Youth Marketing, Inc. (“YMI") to purchase all of the issued and outstanding stock of 
YMI and (iii) agreement ("Torgis Agreement”) with Mr. William H. Torgis (“Torgis") to purchase 
the trademarks “Minibag" and “Mardigras". The latter three transactions closed on August 8, 1969 and 
are independent of the mergers of Mailbag and Mil into NSMC. 

Pursuant to the Dufftor Agreement NSMC paid an aggregate of $850,000 ($550,000 in cash and 
$300,000 in notes due December 15, 1969). As security for such notes, NSMC deposited in escrow the 
Dufftor stock received, the “Mailbag” trademark registration and the assignment to NSMC of such 
trademark (collectively the “Security”). If the notes paid under the Dufftor Agreement are not paid 
when due, the stockholder of Dufftor has the option of (i) directing the escrow agent to return the Security 
forthwith to him at which time all obligations of NSMC to pay such notes shall forthwith terminate, or 
(ii) instructing the escrow agent to deliver the Security to NSMC and at his option pursuing his legal 
remedies against NSMC for collection of the amounts then owing on the notes. The trademark “Mailbag” 
is owned by a subsidiary of Dufftor. 

Under the YMI Agreement NSMC paid an aggregate of $850,000 ($250,000 in cash and $600,000 
in notes due February 2, 1970). As security for such notes NSMC deposited the YMI stock in escrow. 
If the notes issued pursuant to the YM! Plan are not paid when due by NSMC, the former stockholder 
of YMI has the option of (i) directing the escrow agent to return the YMI stock forthwith to him at 
which time all obligations of NSMC to pay such notes shall forthwith terminate, or (ii) instructing the 
escrow agent to deliver the YMI stock to NSMC and at his option pursuing his legal remedies against 
NSMC for collection of the amounts then owing on the notes. 

NSMC issued a note for $80,000 due December 15, 1969 to Torgis in exchange for the trademarks 
"Minibag” and “Mardigras” pursuant to the Torgis Agreement. As security for such note, NSMC 
deposited in escrow copies of the registrations of such trademarks together with assignments of the 
trademarks to NSMC. 

Reason for the Mergers 

The proposed mergers of Mailbag and Mil into NSMC will expand NSMCs ability to reach the 
youth market through the vehicle of mass cooperative mailings. 

Recommendation of Management 

The terms of the proposed mergers were agreed upon in arms' length negotiations between the 
officers of each of the companies involved. Among the factors considered in fixing the number of shares 
of NSMC Common Stock to be issued were the relative earning power of the enterprises based on past and 
anticipated operations, the relative balance sheet positions, the general financial position of each com¬ 
pany and its long range prospects. The Boards of Directors of NSMC, Mailbag and Mil have unani¬ 
mously approved the plans and believe that each plan is fair and equitable, and recommend to the stock¬ 
holders of NSMC. Mailbag and Mil, respectively, that they vote in favor of it. 

Description of the Mailbag Agreement 

The terms of the proposed merger of Mailbag into NSMC are contained in an Agreement and 
Plan of Merger dated as of the 8th day of August, 1969 between NSMC, Mailbag, and the stockholder* 
of Mailbag (“Mailbag Plan"), The following description of such plan is only a summary of certain of its 
provisions and docs not purport to be complete and is subject in all respects to the plan itself, which is 
attached hereto as Schedule G and to which reference is hereby made. 

The merger will become effective upon the filing of Articles of Merger in the District of Columbia 
and the filing of a Certificate of Merger in the State of New York as soon as practicable after the adoption 
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thereof by the stockholders of NSMC and Mailbag. NSMC will be the surviving corporation. It is 
presently contemplated that the effective date of the transaction will be prior to October 31, 1969. The 
plan may also be terminated and abandoned by the m :tual consent of the Boards of Directors of NSMC 
and Mailbag at any time prior to the effective date of the merger. 

Upon the effectiveness of the merger, each issued and outstanding share of Mailbag Common 
Stock will be exchanged for 858.6 shares of NSMC Common Stock, resulting in the issuance of an 
aggregate of 38,637 shares of NSMC stock. Upon receipt of such shares the Mailbag stockholders will 
deposit in escrow 3,864 shares of NSMC stock to indemnify NSMC against any Loss as defined in the 
Escrow Agreement attached to the plan. 

The obligations of NSMC, Mailbag and Mailbag stockholders under the plan are subject to the 
fulfillment of certain conditions prior to the consummation of the plan including the truth of their 
respective representations and warranties when the plan is consummated and delivery of certain opinions 
of counsel. 

The obligations of NSMC are subject to the additional conditions that (i) the Mailbag stockholders 
shall have executed the escrow agreement, (ii) the stockholders of NSMC shall have approved an amend¬ 
ment to the NSMC Articles of Incorporation increasing the number of authorized shares of NSMC 
Common Stock, (iii) the number of shares of NSMC Common Stock owned by NSMC stockholders 
exercising their rights as dissenting stockholders under District of Columbia law shall not have exceeded 
two percent of the outstanding shares of NSMC Common Stock, and (iv) the after tax earnings of 
Mailbag for the eight month period ended August 31, 1969 shall be not less than $90,000. 

The obligations of Mailbag and the Mailbag stockholders are subject to the additional condition 
that NSMC shall have received an order from the Securities and Exchange Commission declaring effec¬ 
tive under the Securities Act of 1933, as amended, a registration statement relating to the proposed sale 
by the stockholders of certain shares of NSMC Common Stock received by them pursuant to the plan. 

Pursuant to the Mailbag Plan each Mailbag stockholder has agreed not to sell his shares of 
NSMC Common Stock received upon the merger in violation of the Securities Act of 1933, as amended. 
NSMC is obligated to offer the stockholders of Mailbag the opportunity to join in any registration 
on Form S-I for a period of three years after the effective date of the merger. The expenses of such 
registration including, without limitation, printing costs and fees and disbursements of counsel and 
independent accountants will be borne by NSMC, except that any underwriters’ discounts and charges 
and applicable registration fee under the Act. allocable to the stockholders, and counsel fees and expenses 
of the stockholders shall be borne by the stockholders. Notwithstanding the above rights of registration, 
the Mailbag stockholders have agreed that they will not dispose of any shares of NSMC Common Stock 
if in the opinion of NSMC’s independent public accountants, such disposition will result in the accounting 
treatment of the transaction being other than at least a fifty percent "pooling of interests”. 

The Mailbag Plan provides that during the period from the date of the plan to the effective date, 
Mailbag will conduct its business solely in the usual and ordinary manner except to the extent Mailbag is 
prevented from so doing by NSMC and will refrain from any transactions not in the ordinary course of 
business unless the prior written consent of NSMC to such transactions has been obtained. 

Description of the Mil Agreement 

The terms of the proposed merger of Mil into NSMC are contained in an Agreement and Plan of 
Merger dated as of the 8th day of August, 1969 between NSMC, Mil and the sole beneficial stockholder 
of Mil ("Mil Plan”). The following description of such plan is only a summary of certain of its 
provisions and does not purport to be complete and is subject in all respects to the plan itself, which is 
attached hereto as Schedule H and to which reference is hereby made. 

The form of the Mil Plan is basically the same as that of the Mailbag Plan, containing similar 
representations and warranties and conditions. Upon the effectiveness of the merger, each issued and 
outstanding share of Mil Common Stock will be exchanged for 1294.925 shares of NSMC Common 
Stock, resulting in the issuance of an aggregate of 51,797 shares of NSMC stock. Upon receipt of such 
shares the Mil stockholder will deposit in escrow 5,180 such shares to indemnify NSMC against any 
Loss as defined in the Escrow Agreement attached to the plan. 
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The obligations of NSMC under the Mil Plan are subject to the condition that the financial 
statements of Mil for the 11 month period ended August 31, 1969 shall reflect after tax earnings of 
not less than $85,000. 

Accounting Treatment 

The Mailbag and Mil mergers are to be treated as 63 percent poolings of interest for accounting 
purposes. Therefore, under generally accepted accounting principles, NSMC will carry forward 63 
percent of the retained earnings and 63 percent of the net assets of Mailbag and Mil at their book values 
and the remaining portion will be treated as a purchase. 

Description of Mailbag and Mil 

Mailbag, a New York corporation, was incorporated in 1962. It is principally engaged in the 
publication of various editions of “Mailbag”, a cooperative mailing package sent out in the spring and 
fall to high school students. “Mailbag” editions include high school editions published in March and 
September with national coverage in all fifty states proportioned to student high school populations, 
each Mailbag being personally addressed and delivered to the student’s home. 

Mailbag is available to advertisers on an exclusive product or service category basis. Participating 
advertisers have first renewal rights for the same edition in subsequent years. Advertisers in the various 
Mailbag programs are primarily major national advertisers of branded cosmetic and toiletry items. Mail- 
bag offers its clients a complete marketing program which goes beyond the mechanical aspects of a 
cooperative mailing facility. The objective of each Mailbag package is to create a controlled selling 
environment which through careful design, editing, list control and programming of content, will induce 
the reader to achieve high levels of readership and response. The company reserves the right to reject 
insertions which do not comply with the company’s editorial policies. 

Mailbag typically designs the product offer for participating advertisers, writes copy and designs 
the advertisement to be used, and arranges for most of the ancillary aspects of the program, including 
arranging for printing of inserts, setting up of order fulfillment facilities, and research on program results. 
Mailbag provides market research feedback to each client included in the various editions of Mailbag. 
Generally, research questionnaires are prepared jointly with the client. Mailbag handles the mailing of the 
questionnaires, and the client generally tabulates the results. In some cases where the client is not 
particularly interested in conducting the research or designing the questionnaires, Mailbag arranges for 
all of the research, and provides the client with the results. The research provides considerable infor¬ 
mation on levels of readership, changes in brand awareness, consumer brand conversion, measurement 
of advertising effectiveness, and sample response. In addition, the company obtains purchase awareness 
through direct contact with brand managers. 

In 1967 the printing and list operations of Mailbag were spun off organisationally, Mil being formed 
to handle the printing and production. Thus Mil is principally engaged in the creation of marketing 
and promotional programs for the manufacturers of nationally branded cosmetics and toiletries. Mil 
publishes two editions of a cooperative mailing—“Mardigras", aimed at 1,250,000 young working 
women and “Minibag", aimed at younger high school students, grades 8 through 10. Coverage is 
national. 

Mil performs a variety of services for Mailbag, including the booking of all “per inquiry” sales for 
the various Mailbag editions. Mil maintains art studio facilities through its J. S. Graphics Division, 
serving a variety of accounts in the fields of advertising art and design. It performs research on a variety 
of advertising projects, including all participations in Minibag and Mardigras. It also has programs 
designed to compile high school student names and addresses which are used for the various mailing 
programs. * 

Youth Marketing, Incorporated Is principally engaged in the compilation and conversion to 
magnetic tape of mailing lists of high school students. The company’s files at the present time contain 
more than three million student names and addresses. The company provides these mailing lists for 

various programs for Mailbag and Mil, and also has rented mailing lists to individual mailers for unrelated 
mailings. 

As noted above, a subsidiary of Dufftor owns the trademark ‘‘Mailbag". 
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THE MAILBAG GROUP 
COMBINED STATEMENT 

The following statement of earnings sets forth the results of operations of the Mailbag Group of Companies. 
Tne otatement, so far as it relates to the three years ended December 31, 1968, except for Dufftor Holding 
imited has been examined by Pustorino, Puglisi, Behan &. Co., independent certified public accountants and 
should be read in conjunction with their report, the financial statements of the Mailbag Group of Companies 


Year ended 


(audited) 

Mailbag 

Group 


Income: 

(unaudited) 

1964 1965 

(audited) 

1966 

combined 

except 

Dufftor 

Dufftor 

Holding 

Limited 

Services . 

$1,124,781 

1,134,330 

1,129,654 

1,989,006 


Dividend from wholly-owned subsidiary. .. 

— 

— 

— 


75.759 


1.124,781 

1.134, 

1,129,654 

1,989,006 

75,759 

Costs and expenses: 

Cost of goods sold 

789.498 

739,071 

701,292 • 

1,317,996 


Selling, general and administrative 

292,420 

366,034 

384,345 

464,886 

8,073 

Total costs and expenses 

1,081,918 

1,105,105 

1,085,637 

1,782,882 

8.073 

Net income before provision for 

taxes and extraordinary charge 

42,863 

29,225 

44,017 

206,124 

67,686 

Provision for taxes 

1,800 

7,187 

17,101 

105,629 


Net earnings (loss) before ex- 

traordinary charge 

41,063 

22,038 

26,916 

100,495 

67,686 

Extraordinary charge—reduction in value of 

investment in wholly-owned subsidiary 

— 

— 

— 

— 


Net earning, (loss). 

$ 41,063 

22,038 

26,916 

100,495 

67,686 


tor,** ^V’ 68 ,he S f S f .° rce Wa l n °' aS effeC,iVe a$ in 1967 and " a resuh “ ,es dec,ined tor ,he y«r <"ded December 31. 
December*31968. $ ‘ ‘ W ‘ * perCemage mcreas * in #nd «*"** in « net loss for the year ended 
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OF COMPANIES 
OF EARNINGS 

and notes thereto included elsewhere in this proxy statement. With respect to the accounts of Dufftor Holding, 
Limited and the combined statements for the nine months ended May 31, 1968 and 1969, which are unaudited, 
management believes that all adjustments, none of which were other than normal recurring accruals, necessary to 
a fair statement of results of operations for such periods have been included. 

December 31, _ 

1967 _ __ 


(unaudited) 


(audited) 

Mailbag 

Group 


(unaudited) 


(unaudited) 

Nine month! 

anstail U.. 11 

Fllml> 

Combined 

combined 

except 

Dufftor 

Holding 

Ellml- 

Combined 

1968* 

* 1 

1969 

nations 

balance 

Dufftor 

Limited 

nations 

balance 

Combined 

Combined 


1,989,006 

1,759,851 



1,759,851 

1,635,921 

2,232,173 

(75,759} 

— 

— 

70,167 

(70,167) 

— 

— 

— 

(75.759) 

1,989,006 

1,759,851 

70,167 

(70,167) 

1,759,851 

1,635,921 

2,232,173 


1,317,996 

1,288,726 



1,288,726 

1,177.046 

1,480,284 

(75.759) 

397,200 

513,031 

(2,676) 

(70.167) 

440.188 

431,232 

443,418 

(75.759) 

1,715,196 

1,801,757 

(2.676) 

(70,167) 

1,728,914 

1,608.278 

1,923,702 

_ 

273,810 

(41,906) 

72,843 

— 

30,937 

27,643 

308,471 

- 

105.629 

(18,215) 

— 

— 

(18.215) 

1,331 

152,493 

— 

168,181 

(23,691) 

72,843 

— 

49,152 

26,312 

155,978 

_ 

- 

_ 

(77,496) 

— 

(77,496) 

— 

— 

— 

168.181 

(23.691) 

(4,653) 

— 

(28.344) 

26,312 

155,978 
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RIGHTS OF DISSENTING STOCKHOLDERS OF NSMC 

The District of Columbia Business Corporation Act provides certain rights to dissenting stockholders 
who take the necessary action to protect their appraisal rights with respect to the merger proposals 
described in this Proxy Statement. The statutory provision relating to rights of dissenting stockholders 
is set forth in full in Schedule I hereto and the following brief summary is qualified in its entirety by 
reference to such schedule. In order to obtain the fair value of his shares, an NSMC stockholder must 
(i) file with NSMC prior to the commencement of the voting by NSMC stockholders on the acquisition 
program a written objection to such program, (ii) not vote in favor of such program and (iii) within 
twent\ days after the date of the vote, make a written demand for the payment of the fair value of his 
shares. Neither a proxy nor a vote against the program shall constitute such a written objection. Such 
shareholder shall state the number of shares owned by him with respect to which he dissents. If the 
fair value is then agreed upon within thirty days after the effectiveness of the mergers, NSMC shall make 
payment within ninety days after such effective date upon the surrender by the stockholder of his stock 
certificates. If no such agreement as to the fair value is reached, provision is made for judicial relief. 

OTHER MATTERS 

The information under the headings “Business of Interstate National Corporation”, “Description of 
Five-Dollar-A-Day Tours, Inc.”, "Description of Frommer-Pasmantier Publishing Corporation”, Descrip¬ 
tion of Mar-Clay Mills, Inc.” and “Description of Mailbag and MU" and the financial data with respect 
to such companies were furnished to NSMC by such companies for inclusion herein. 

The management knows of no other matters which are to be brought before the special meeting. 
However, if any other matters properly come before the meeting, it is the intention of the persons 
named in the enclosed form of proxy to vote said proxy in accordance with their judgment on such 
matters. 

By Order of the Board of Directors 

John Glandon Davies, 

Secretary 

Dated at Washington, D. C. 

September 27, 1969 
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Index to Financial Statements 


Zm? 

Pro Forma Combined Statements: 

National Student Marketing Corporation and Subsidiaries, Interstate 
National Corporation and Subsidiaries, the Frommer Group of 
Companies, Mar-Clay Mills, Inc., and. the Mailbag Group of Com¬ 
panies: 

Statement of Earnings. 7 

Balance Sheet. F-4 

National Student Marketing Corporation and Subsidiaries, the From¬ 
mer Group of Companies, Mar-Clay Mills, Inc., and the Mailbag 
Group of Companies: 

Statement of Earnings. 9 

Balance Sheet. F-fi 

National Student Marketing Corporation and Subsidiaries: 

Consolidated Statement of Earnings. 21 

Reports of Independent Certified Public Accountants: 

Peat, Marwick, Mitchell & Co. F-10 

Arthur Andersen St Co.. F-l 0 

Druckman & Hill. F-ll 

Margolin, Winer and -Evan* F-ll 

Consolidated Balance Sheet. F-12 

Consolidated Statement of Retained Earnings .. F-14 

Consolidated Statement of Additional Paid-in Capital. F-l5 

Interstate National Corporation: 

Interstate National Corporation and Subsidiaries: 

Consolidated Statement of Earnings . 33 

Reports of Independent Certified Public Accountants: 

Peat, Marwick, Mitchell St Co. F-21 

Consolidated Balance Sheet. F-22 

Consolidated Statement of Earned Surplus. F-23 

Interstate National Corporation: 

Report of Independent Certified Public Accountants. F-21 

Balance Sheet. F-25 

Statement of Income . F-26 

Statement of Earned Surplus. F-27 

Interstate Fire Sc Casualty Company and Subsidiaries: 

Consolidated Statement of Earnings. 34 

Consolidated Statement of Adjusted Income. 35 


F-l 
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Index to Financial Statements—(Continued) 

h? 

Reports of Independent Certified Public Accountants: 

Peat, Marwick, Mitchell & Co.. F-28 

Price Waterhouse & Co. F-29 

Consolidated Balance Sheet. F-30 

Consolidated Statement of Surplus. F-31 

Geo. F. Brown it Sons, Inc. and Subsidiaries: 

Consolidated Statement of Income. 36 

Report of Independent Certified Public Accountants. F-36 

Consolidated Balance Sheet . F-38 

Consolidated Statement of Earned Surplus. F-40 

The Frommer Group of Companies: 

Combined Statement of Earnings . 42 

Report of Independent Certified Public Accountants on the finan- 
•v cial statements of Five Dollars-A-Day Tours, Inc. F-43 

Combined Balance Sheet. F-44 

Combined Statement of Retained Earnings. F-46 

Mar-Clay Mills, Inc.: 

Statement of Income (Loss) .. . 48 

Report of Independent Certified Public Accountants. F-49 

Balance Sheet . F-50 

Statement of Retained Earnings (Deficit) . F-51 

The Mailbag Group of Companies: 

Combined Statement of Earnings. 52 

Report of Independent Certified Public Accountants on the com¬ 
bined accounts of Mailbag International, Inc., MO Services, 

Inc. and Youth Marketing Inc.. F-54 

Combined Balance Sheet. F-56 

Combined Statement of Retained Earnings. F-58 


F-2 
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national student marketing corporation and subsidiaries, 

INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES, 

THE FROMMER GROUP OF COMPANIES, MAR-CLAY MILLS, INC., 
AND THE MAILBAG GROUP OF COMPANIES 

PRO FORMA COMBINED CONDENSED BALANCE SHEET 

May 31, 1969 

(Unaudited) 

ASSETS 

National 

Student Interstate 

Marketing National 



Corporation 

Frommer 

Corporation 


Mailbag 




and 

Group of 

and 

Mar-Clay 

Group of 

rro rorma 


subsidiaries 

Companies 

subsidiaries 

Mills, Inc. 

Companies 

Adjustments 

Combined 

Bonds 



$23,397,686 




$23,397,686 

Stocks, other than subsidiaries: 








Preferred . 



1,380,225 




1,380,225 

Common 



2.342,691 




2.342,691 

Stock of affiliated insurance company 



1,144.458 




1.144.458 

Cash 

$ 1,195,229 

$ 998,853 

1,716,169 

$ 38.702 

$346,694 

$ (340.0001(1) 

3.755,647 

Receivables 

5.827.199 

1.329,918 

8,744,750 

423,979 

426.481 


16,752,327 

Inventories 

3.170,603 

96.384 


244.844 



3.511.831 

Deferred costs . 

2,630.969 






2.630,969 

Prepaid expenses 

291,954 

34,116 

1,916.706 

20.934 

19.630 


2.283,340 

Notes receivable .. 

101,786 



38,020 



139,806 

Accrued investment income 



296,208 




296.208 

Investment in and advances to non-con- 








solidated subsidiary 

25.947 

132,614 



60.000 


218.561 

Property, plant and equipment, at cost less 








accumulated depreciation 

1.467,557 

62,737 

516.759 

986.151 

16.012 


3,049,216 

Cost of investment in subsidiaries in excess 








of underlying value of net assets at date 



* 





of acquisition . 

8.013,124 





1,653,211(1) 

9,666,335 

Estimated future Federal income tax bene- 








fit arising from employment agreement 



64,000 




64.000 

Other assets 

984.278 

7.364 

842.288 

122,159 

16,698 


1,972,787 


Total aueu 


S23.708.646 $2.661,986 $42,361.940 $1.874.789 S88S.SIS $1,113,211 $72,606,087 


6'?) 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES, 
INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES, 

THE FROMMER GROUP OF COMPANIES, MAR-CLAY MILLS, INC., 
AND THE MAILBAG GROUP OF COMPANIES 

PRO FORMA COMBINED CONDENSED BALANCE SHEET 

May 31, 1969 

(Unaudited) 


LIABILITIES AND STOCKHOLDERS' EQUITY 


Losses and claims . 

Loss adjustment expenses . 

Unearned premiums 

Ceded reinsurance payable . 

Funds held under reinsurance payable 
Premiums payable to underwriters 
Federal and Canadian income taxes pay¬ 
able .. 

Liability for employment agreement 

Notes payable . 

Current installment of long-term debt 

Accounts payable . 

Customers deposits 
Accrued costs and expenses 
Deferred income taxes (current) 

Other liabilities 

Deferred income taxes (long-term) 
Long-term debt, less current installments 
Minority stockholders equity in subsidiaries 

Total liabilities 

Stockholders' equity: 

Preferred stock, no par value, stated 
value $20 per share. Authorized 
1,000,000 shares; issued 27,000 

shares .. . 

Preferred stock SI.00 par value; 3% 
non-cumulative, non-voting; author¬ 
ized 40,000 share*. Issued 22,100 

share* .. 

Common stock $1.00 par value per 
share. Authorized 2,000,000 shares; 
issued 700,000 shares 
Common stock par value $.025; per 
share. Authorized 3,000,000 shares; 
issued 2,196,555 shares (pro forma 
4,093,412 shares) 

Capital stock, no par. Authorired 
1,000 shares; issued 200 shares 
Common stock—Mailbag group 
Common stock, par value $1.00; 
authorized 2,000 shares; issued 800 


National 
Student 
Marketing 
Corpora Hon 

and 

subsidiaries 

Frommer 
Group of 
Companies 

Interstate 

National 

Corporation 

and 

Subsidiaries 

Mar-Clajr 
Mills Inc. 

Companies Adjustments Combined 



$14,565,589 




$14,565,589 



2,909,466 




2,909.466 



5,826,898 




5,826,898 



2,197,416 




2,197,416 



1,977,837 




1,977,837 



4,470,778 




4,470,778 

$ 559,507 

$ 102,007 

67,000 

$ 53,247 

$149,747 


931,508 



5*8,876 




528,876 

4,611.381 

45,113 





4,656,494 

40,182 



161.418 



201,600 

2,053,873 

2.026,292 


88,465 

194,713 


4.363,343 

1,573,893 

5,267 



21,952 


1.601.112 

1,472,503 

78,918 



176,430 


1,727,851 

134,879 






134,879 

18,319 

7,858 

1,006,422 

111,690 



1,144.289 

97,424 






97,424 

3,599,393 



1,108,190 


$1,780,000(1) 

6.487,583 

18,826 






18,826 

14,180,180 

2,265,455 

33,550,282 

1,523,010 

542,842 

1,780,000 

53,841,769 



540,000 


(540,000) (3) 




22,100 

(22,100)0) 



700,000 


(700.000)(3) 


72,414 



29,921 (1) (3) 

102.335 

» 


200 

2,600 

(200)(1) 

(2,600)0) 



shares 

Capital stock of Frommer Companies 
Additional paid in surplus 

Retained earnings .. 

7,869,865 

1,598,076 

3,651 

392,880 

4.805.244 

2,845,608 

80,000 

109,085 

162,694 

24,900 

292,873 

(80,000)0) 

(3.651)0) 

680,977(l)(3) 

(108,330)0) 

13,490,071 

5,183,801 

Leu cost of treasury stock 

9,540,355 

(11.889) 

396,531 

8.890,852 

(79,194) 

351.779 

342.673 

(745.983) 

79,194(3) 

18,776,207 

01.889) 

Stockholders' equity 

9,528,466 

396,531 

8.811,658 

351,779 

342,673 

(666,789) 

18.764.311 


$23,708,646 

$2,661,986 

$42,361,940 

$1,874,789 

$885,515 

$1,113,211 

$72,606,087 


This pro forma statement gives effect to the proposed exchange of shares of National Student Marketing Corporation common stock as 
described in the accompanying notes to the pro form* combined condensed balance sheets to which the above numerical references apply. 


F-5 

(sh) 
















E 2 0 6 

Government’s Exhibit 25 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 
MAR-CLAY MILLS, INC., THE FROMMER GROUP OF COMPANIES 
AND THE MAILBAG GROUF OF COMPANIES 

PRO FORMA COMBINED CONDENSED BALANCE SHEET 

May 31, 1969 

(Unaudited) 


National 

Student 

Marketing 

Corporation 

and 

subsidiaries 


Cash .. $ 1,193,229 

Receivables . . 3,827,199 

Inventories . 3,170,603 

. Deferred costs . 2,630,969 

Prepaid expenses . 291,954 

Notes receivable . 101,786 

Investment in and advances to non-consolidated 
subsidiary . 25,947 

4 

Property, plant and equipment, at cost less 
accumulated depreciation . 1,467,557 

Cost of investment in subsidiaries in excess of 
underlying value of net assets at date of 
acquisition . 8,013,124 

Other assets . 984,278 


Total assets . $23,708,646 


SETS 


Frommer 
Group of 
Companies 

Mailbag 
Mar-Clay Group of 
Mills, Inc. Companies 

Pro Forma 

Adjustments Combined 

$ 998,853 

$ 38,702 $346,694 

$ (540,000)0) $ 2,039,478 

1,329,918 

423,979 


. 8,007.577 

96,384 

244,844 


3,511,831 

2,630,969 

34,116 

20,934 

19,6-' 

366.634 


38,020 


139,806 

132,614 


60,000 

218,561 

62.737 

986,151 

16,012 

r 

2,532.457 




1,653,211 (1) 9,666,335 

7,364 

122,159 

16,698 

1,130,499 


$2,661,986 $1,874,789 $885,315 $1,113,211 $30,244 1.17 



\S 
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Government'8 Exhibit ?5 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES, 
MAR-CLAY MILLS, INC., THE EROMMER GROUP OF COMPANIES 
AND THE MAILBAG GROUP OF COMPANIES 

PRO FORMA COMBINED CONDENSED BALANCE SHEET 
May 3F, 1969 
(Unaudited) 

LIABILITIES AND STOCKHOLDERS’ EQUITY 

National 

Student 

Marketing 



Corporation 

Frommer 






and 

Group of 

Mar-Clay 

Group of 

Pro Forma 


subsidiaries 

Companies 

Mills, Inc. 

Companies 

Adjustments 

Combined 

Federal and Canadian income taxes payable 

$ 559,507 

$ 102,007 

$ 53,247 

$149,747 


$ 864,508 

Liability for employment agreement 







Notes payable 

4.611,381 

45.113 




4,656,494 

Current installment ol long-term debt 

40.182 


161,418 



201,600 

Accounts payable 

2,053,873 

2,026.292 

88,465 

194,713 


4.363.343 

Customers deposits 

1,573,893 

5,267 


21.952 


1.601.112 

Accrued costs and expenses 

1,472,503 

78,918 


176,430 


1.727,851 

Deferred income taxes (current) 

134,879 





134,879 

Other liabilities 

18.319 

7,858 

111,690 



137,867 

Deferred income taxes (long-term) 

97.424 





97 424 

Long term debt, less current installments 

3.599,393 


1,108,190 


$1,780,000 (I) 

6,487,583 

Minority stockholders equity in subsidiaries 

18,826 





18,826 

Total liabilities 

14.180.180 

2,265,455 

1,523,010 

542,842 

1,780,000 

20.291.487 


72.414 


( 22 , 1001 ( 1 ) 


9,320 (I) 

( 200 ) 0 ) 

(2,600)0) 


Stockholders' equity: 

Preferred stock $100 par value; 3% 
non-cumulative, non-voting; authorized 
40,000 shares. Issued 22,100 shares 
Common stock par value $.025 per share. 
Authorized 3,000,000 shares; issued 
2.896,555 shares (pro forma 3,266,746 

shares) . 

Capital stock no par. Authorized 1,000 
shares; issued 200 shares 
Common stock—Mailbag group 
Common stock, par value $1.00; author¬ 
ized 2,000 shares; issued 800 shares 
Capital stock of Frommer Comoanies 
Additional paid in surplus 
Retained earnings 

Less cost of treasury slock 

Stockholders' equity 


This pro forma statement gives effect to the proposed exchange of shares of National Student Marketing Corporation common 
references apply*** " accomp * nyin * no,e ‘ ,0 < he P ro f° rm * combined condensed balance sheets to which the above numerical 


7.869.865 

1.598.076 

3.651 

392.880 

80,000 

109.085 

162.694 

24,900 

292,873 

(80,000)0) 
(3,651)0) 
(459,228)0) 
0 08,330)0) 

7,544,622 

2.338.193 

9,540.355 

(11.889) 

396,531 

351,779 

342,673 

(666.789) 

9.964.549 

01.889) 

9,528,466 

396,531 

351,779 

342,673 

(666,789) 

9.952,660 

$23,708,646 

$2,661,986 

$1,874,789 

$885,515 

$1,113,211 

$30,244,147 


'( 61 ) 
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Government's Exhibit 25 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 
INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES 

THE FROMMER CROUP OF COMPANIES, MAR-CLAY MILLS. INC., AND 
THE MAILBAG GROUP OF COMPANIES 


NOTES TO PRO FORMA COMBINED CONDENSED BALANCE SHEETS 

May 31, 1969 


<1 


(UNAUDITED) 


(I) Accounting treatment relating to proposed acquisitions other than Interstate. 

The proposed acquisition of the following companies for the amounts of cash and number of shares of common 
balanced-heel' 001 S ' Uden ' Mark *‘ mg Cor P° ra,ion shown hav * be'" 8'ven effect to in the accompanying pro forma 

Shares Cash 

Mar-Clay Mills. Inc. 160,000 

The Mailbag Group of Companies 81,390 $1,780,000 

The Frommer Group of Companies 128,801 540,000* 

* Tbe cash amount is less than 10% of the total amount of the 
transaction. 

The proposed acquisition of Mar-Clay Mills, Inc and The Frommer Group of Companies have been accounted for as 
poo mgs of interests. The proposed acquisition of The Mailbag Group of Companies has been accounted for as a pan 
pooling of interests (63%) to the extent of the exchange of shares and a part purchase (37%) to the extent of the cash 
port.on of the transaction The $1,780,000 of cash necessary to complete the Ma lbag acquisition has been shown as 
borrowed funds in the pro forma balance sheet. 

As to the pooling of interests, the accounting treatment given is to bring into the pro forma combined statements 
the net book value of the assets, liabilities and stockholders’ equity of the proposed acquisition companies except for 
adjustments necessary to record the cancellation of the stock of the proposed acquisition companies at par value and 
the issuance of cash and shares of common stock of National Student Marketing Corporation at par value Any 
difference in the relative par values and cash amount has been adjusted to additional paid-in surplus. 

With respect to the portion of the proposed Mailbag transaction accounted for as a purchase the adjustment 
required is to reduce the stockholders’ equity accounts of Mailbag by 37% and to the extent that this value is less 
than the cash port.on of the transaction, to record the difference ($1,653,211) as cost in excess of underlying value 
at date of acquisition. 

Management of National Student Marketing Corporation does not intend to amortize any portion of the $1 653 211 
of excess cost of investment since it is of the opinion that value of indefinite duration will accrue to the company as 
a result of this acquisition At such time as the value may be considered to be declining, the Company will commence 
amortizing the excess cost of investment over an appropriate period of time. 

(2) Contingent shares relating to proposed acquisitions other than interstate. 

No effect has been given for an additional 262.500 shares of National Student Marketing common stock which 

*!" b ' pUc * d m T* [ eSpeC ‘ '° * he pr0p0Sed ac< » ui5itions of The Frommer Group of Companies and Mar- 

Clay Mills, Inc 49,000 of such additional shares may be issuable if the market value of National Student Marketing 
Corporation common stock fluctuat-s below a specified price in accordance with an agreed formula 73 500 of such 
additional shares nay be earned out of escrow by the former shareholder of Five-Dollars-A-Day Tours (one of the 
Frommer Group of Companies) if earnings from the business of said Company achieve certain incremental levels 

m the three years ending October 31. 1972 140,000 of such shares may be earned out of escrow by the shareholders 

of Mar-Clay Mills, Inc. upon achieving certain incremental earnings levels over a four year period ending May 31 
1973. As any such shares are earned out of escrow, they will be recorded as a charge to additional paid-in capital 
and a credit to common stock at par value. y y 

(3) Accounting treatment—proposed acquisition of interstate. 

The applicable pro forma combined condensed balance sheet gives effect on a pooling of interests basis to the 
proposed issuance by National Student Marketing Corporation of 826.666 shares of common stock for all the 
outstanding preferred and common stock of Interstate National Corporation. The accounting treatment given is to 
bring tne net book value of the assets, liabilities and stockholders’ equity of Interstate into the pro forma balance 

sheet except for the adjustment required to cancel the preferred and common stock (net of treasury stock) of 
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Government'8 Exhibit 25 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 
INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES 

THE FROMMER GROUP OF COMPANIES, MAR-CLAY MILLS, INC., AND 
THE MAILBAG GROUP OF COMPANIES 

NOTES TO PRO FORMA COMBINED CONDENSED BALANCE SHEETS—(Concluded) 

Interstate and record the issuance of National Student Marketing Corporation common stock at par value, the net 
difference in carrying values being adjusted to additional paid-in capital. 

(4) Contingent shares relating to the eroposed interstate acquisition. 

In the event the market price of National Student Marketing Corporation common stock is less than $45 per 
share during a prescribed period prior to the effective date of the merger agreement, the number of shares of National 
Student Marketing Corporation to be issued will increase proportionately. The maximum number of shares that may 
be issued at the effective date of the agreement is 942,000. 

The merger agreement also provides for the issuance of additional shares of National Student Marketing 
Corporation stock subsequent to the effective date of the merger if the market value of National Student Marketing 
Corporation’s stock prior to or at the time of the first registration of a portion of the shares issued as of the effective 
date of this merger agreement is less than the market value at the effective date of the merger agreement. The maximum 
aggregate number of shares that may be issued in connection with this proposed merger agreement is 1,000,000. 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

The Stockholders and Board of Directors 
National Student Marketing Corporation: 


We have examined the consolidated balance sheet of National Student Marketing Corporation and 
subsidiaries as of August 31, 1968 and the related statements of earnings, retained earnings and additional 
paid-in capital for the three years then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

The consolidated financial statements of National Student Marketing Corporation and its then 
owned subsidiaries for the two years ended August 31, 1967 and the financial statements of Watsnu and 
Impressions (see note 2), which are included in the consolidated financial statements, were examined 
by other independent public accountants whose reports have been furnished to us. 

In our opinion, based upon our examination and the aforementioned reports of other independent 
public accountants, the accompanying consolidated balance sheet and statements of consolidated earnings, 
retained earnings and additional paid-in capital present fairly the financial position of National Student 
Marketing Corporation and subsidiaries as of August 31, 1968 and the results of their operations for 
the three years then ended, ir conformity with generally accepted accounting principles applied on a 
consistent basis. 


We have checked, as to compilation only, the pro forma financial statements of National Student 
Marketing Corporation and subsidiaries combined with all of the proposed acquisition companies and 
combined with all of the proposed acquisition companies other than Interstate National Corporation 
and Subsidaries, and in our opinion, such pro forma statements, together with the introduction and notes 
thereto, except for the pro forma adjustment, and insofar as they are based on audited figures resulting 
from our examination and from the reports of other accountants, have been properly compiled on 
the basis therein described. r 

^ U - , 

Wasnington D. C. Peat, Marwick, Mitchell & Co. 

November 14, 1968 except as to notes 1, 2 and 8 
as to which the date is April 24, 1969 


To National Student Marketing Corporation: 


We have examined the consolidated statements of income (loss) of National Student Marketing 
Corporation (a District of Columbia Corporation) and subsidiaries for the two years ended August 
31, 1967. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, the statements of income referred to above, (not set forth separately herein) present 
fairly the results of operations of National Student Marketing Corporation and subsidiaries for the two 
years ended August 31, 1967, in conformity with generally accepted accounting principles consistently 
applied during these periods. _ 


Arthur Andersen * Co. 


Washington, D. C. 
January 23, 1968. 
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v REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Stockholders of 
Watsnu Sportswear, Inc. 

Impressions by M Inc. 

We have examined the Combined Statement of Financial Position of Watsnu Sportswear, Inc. and 
Impressions by M Inc. at December 31, 1968 and December 31, 1967 and the Combined Statement of 
Income and Retained Earnings for the years then ended. Our examination of Watsnu Sportswear, Inc. 
was made in accordance with generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the circum¬ 
stances. 

We did not audit the records of Impressions by M Inc., but relied on the Financial Statements of 
Impressions by M Inc., which statements were examined by other certified public accountants whose 
report thereon has been furnished to us. Accordingly, our opinion expressed herein, insofar as it relates 
to the amounts included for Impressions by M Inc. is based solely upon such report. 

In our opinion, the Combined Statements of Financial Position and Combined Statements of Income 
and Retained Earnings together with the notes to the Combined Financial Statements not shown sepa¬ 
rately herein present fairly the Combined Financial Position of Watsnu Sportswear, Inc. and Impressions 
by M Inc. at December 31, 1968 and December 31, 1967 and the combined results of their operations 
for the years then ended in conformity with generally accepted accounting principles applied on a con¬ 
sistent basis. 


New York, New York 
April 24, 1969 


Druckman & Hill 



Board of Directors 
Impressions by M. Inc. 


Gentlemen: 

We have examined the balance sheet of Impressions by M. Inc. as of December 31, 1968 and the 
related income statement for the period August 15, 1968 (the commencement of operations) to 
December 31, 1968. Our examination was made in accordance with generally accepted auditing stand¬ 
ards and, accordingly, included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


In our opinion, the accompanying balance sheet as of December 31, 1968 and the related income 
statement for the period August 15, 1968 to December 31, 1968 present fairly the financial position 
of Impressions by M. Inc. at December 31, 1968 and the results of its operations for the period then 
ended, in conformity with generally accepted accounting principles consistently applied throughout the 
period. ^ 

44*,, 

Margolin, Winer and -Evans 




\ 


Garden City, New York 
April 8. 1969 


F-ll 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET 

ASSETS 


August 31, 

May 31, 

Current assets: 

1968 

1969 

(unaudited) 

Cash . 

$ 375,082 

$ 1,172,107 

Marketable securities, at cost which approximates market .. 

23,122 

23,122 

| Receivables (notes 3 and 6): 

Trade, net of allowance for doubtful accounts of $63,374 and $86,531, 

# 


respectively . 

1.509,491 

3,222,271 

Current installment of long-term receivable. 

22,003 

189,953 

Unbilled receivables and accrued costs and estimated earnings on con- 



tracts in progress (note 3). 

1,015,23a 

1,934,109 

Other . 

77,172 

480,866 

Total receivables. 

2,623,896 

5,827,199 

Inventories, at lower of cost (first-in, first-out) or market (note 4). 

1,253,781 

3,170,603 

Deferred costs (note 5): 

Foreign study programs. 

— 

1,592,969 

Prepared sales programs and promotional items. 

486,651 

778,617 

Unamortized list acquisition costs. 

198,819 

259,383 

Total deferred costs. 

685,470 

2,630,969 

Prepaid expenses. 

435,800 

291,954 

Total current assets. 

5,397,158 

13.115.954 

Notes due from officers. 

13,775 

13,775 

6% note receivable, leas current portion.. 

88,011 

88,011 

Investment in and advances to non-consolidated subsidiary (note 1). 

11,960 

25,947 

Property, plant and equipment, at cost (notes 6 and 9): 

Land .... 

22,800 

47,000 

Building . 

41,912 

112,800 

Machinery and equipment. 

166,163 

970,416 

Automotive equipment. 

142,679 

189,208 

Furniture and fixtures . 

209,011 

570,584 

Leasehold improvements. 

34,267 

226,253 


616,834 

2,116,261 

Less accumulated depreciation and amortization. 

167,133 

648 704 

Net property, plant and equipment. 

449,701 

1,467,557 

Cost of investment in subsidiaries in excess of underlying value of net assets at date 



of acquisition (note 1). 

— 

8,013,124 

Other assets (note 10) . 

472,858 

984,271 


$6,433,463 

$23,708,646 

See accompanying notes to comoiidatcd financial statements. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Notes payable (note 6): 

Bank . 

Other . 

Current installments of long-term debt (note 6). 

Accounts payable . 

Customer deposits . 

Accrued costs on contracts in progress. 

Accrued expenses . 

Unearned income. 

Federal and Canadian income taxes. 

Deferred Federal income taxes (notes 3 and J).. 

Total current liabilities. 

Deferred Federal income taxes (notes 3 and 5). 

Long-term debt, less current installments (note 6). 

Notes payable to officers .. 

Minority stockholders' equity in subsidiaries. 

Stockholders' equity (notes 2, 7 and 8): 

Common stock, par value $.023 per share. Authorised 3,000,000 shares; 
issued 2.867,760 shares; 2,896,335 shares at May 31, 1969. 

Additional paid-in capital.. 

Retained earnings . 

Less cost of treasury stock (63,167 and 7,001 shares respectively) . 

Net stockholders' equity. 

Commitments (note 11) 


August 31, 

May 31, 

1968 

1969 


(Unaudited) 


$ 310,600 

$ 4,584,833 

66,870 

26/48 

377,470 

4,611,311 

27,443 

40,182 

1,413,090 

2,053.873 

— 

1.573,893 

329,291 

1,122,682 

290.753 

349.821 

73,462 

18,319 

353,738 

559,507 

208,336 

134,879 

3,477,607 

10,464,337 

55,000 

97,424 

48.189 

3,599,393 

8,538 

— 

— 

18,826 


71,694 

72,414 

1,688,679 

7,869,865 

1,101,839 

1,398,076 

2,862,212 

9.540.355 

18,083 

11.889 

2,844,129 

9,528,466 


$6,433,4 63 $23,708,6 46 

See accompanying notes to consolidated financial statements. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF RETAINED EARNINGS 




Year ended 
August 31, 


Nine months 
ended 

May 31, 1969 


1966 

1967 

1968 





(unaudited) 

Balance at beginning of period as previously reported 

Transfer to common stock in connection with 54,700 for 1 

$ (4,584) 

$ (9,154) 

$ 55,944 

$1,101,839 

stock split (note 8) . 



(24,600) 


Retained eamings (deficit) arising from acquisitions 




recorded as poolings of interests (note 2) . 

(62.464) 

17,595 

314,140 




Balance at beginning of period, restated 

(67,048) 

75,549 

8,501 

8.441 

385,635 

394,076 

345,484 

773,152 

1,118,636 

1,101,839 

702,270 

1,804,109 

Add—Net earnings for period 


Deduct: 





Dividends . . 


20,000 



Dividends paid by pooled company prior to date of 




pooling . 

60 


i05 


Transfer to common stock in connection with 54,700 



for 1 slock split (note 8). 

Net earnings of pooled companies duplicated io two 

— 

24,600 

— 

— 

periods in the consolidated statement of earnings 

— 

3.992 

16,692 

206,033 


60 

48,592 

16,797 

206,033 

Balance at end of period 

$ 8.441 

$345,484 

$1,101,839 

$1,598,076 


See accompanying notes to consolidated financial statements. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF ADDITIONAL PAID-IN CAPITAL 

Nine months 

Year ended August 31, ended 



1966 

1967 

1968 

May 31, 
1969 





(unaudited) 

Balance at beginning of period, as previously reported 

$ 750 

$ 750 

$ 1,750 

$1,688,679 

Transfer to capital stock in connection with 54,700 
for 1 stock split (note 8). 

- 

__ 

(1.750) 

- 

Additional paid-in capital arising from acquisitions 
recorded as poolings of interests (note 2). 

_ 

263,775 

369,674 

- - 

Balance at beginning of period, as restated. 

750 

264,525 

369,674 

1.688,679 

Add: 





Excess of par value of common stock of companies 
acquired in transactions accounted for as poolings 
of interests over the par value of common stock 
issued iherefor . 

263,775 

105,899 


1,512 

Excess of market value over par value of common 
stock issued to companies under purchase agree¬ 
ments (note 2). 




681,013 

Transfer from common stock in connection with 
pooling of subsidiary. 


1,000 



Excess of net proceeds from sale of common stock 
over par value thereof . 

■ 

- 

1,182,600 

5,833,909 

Excess of market value over par value of common 
stock issued to acquire trademark. 



210,780 


Excess of market value over par value of common 
stock issued to employees . 



23.137 

__ 

Donation of common stock by stockholder (note 8) 

— 

— 

3,933 

— 


264,525 

371,424 

1,790,124 

8,205,113 

Deduct: 





Transfer to common stock in connection with 54,700 
for 1 stock split (note 8). 


1,750 


___ 

Expenses in connectir n with merger* . 

— 

— 

101,445 

335,248 


— 

1,750 

101,445 

335,248 

Balance at end of period . 

$264,525 

$369,674 

$1,688,679 

$7,869,865 


See accompanying notes to consolidated financial statements. 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited as to May 31, 1969) 

(1) Basis of Presentation 

The consolidated financial statements include the accounts of the company and all subsidiaries. All material inter¬ 
company accounts and transactions have been eliminated. The accounts of the company’s Canadian subsidiary, Collegiate 
Advertising, Ltd have been converted at appropriate U. S. dollar equivalents. Collegiate formed a subsidiary in May 
1968 which was not yet operative as of August 31, 1968, and the investment therein was therefore carried at cost at that 
date. The accounts of this subsidiary are included in the May 31. 1969 consolidated financial statements. 

The company formed a subsidiary. International Student Marketing Corporation, in September 1968. This sub¬ 
sidiary bad not commenced operations as of May 31, 1969 and the investment therein is carried at cost at this date. 

As described in note 2, certain acquisitions have been included in the accompanying financial statements in accord¬ 
ance with the pooling of interests concept of accounting. Accordingly, operations of these acquired subsidiaries are 
included m the accompanying consolidated financial statements as explained in note A to the consolidated statement of 
earnings. 

The company s cost of investment in subsidiaries exceeded its underlying equity in their net assets bv $7 661 052 
as of May 31, 1969 (unaudited). 


This difference is accounted for as follows: 


May 31. 
1969 


Cost of investment in subsidiaries in excess of underlying value of net assets at date 0n *° * 
of acquisition. $8,013,124 

Undistributed earnings of subsidiaries from dates of acquisition. 352,072 

$7,661,032 

(2) Business AcQuntEo: 

The following businesses which have been acquired by the company have been accounted for as poolings of 
interests (wherever shares are indicated they have been adjusted where appropriate to reflect the 2 for 1 stock split 
authorized by the stockholders on December 16, 1968): 

(a) Compujob. Inc., was acquired on August 22, 1968 by issuance of 4,000 shares of the company’s stock in 
exchange for all the outstanding stock of Compujob, Inc. Additional shares of the company's common stocL will 
be issued to the former stockholders of Compujob, Inc. for five consecutive fiscal years commencing with the fiscal 
year ending August 31, 1969, determined annually by dividing 25 percent of the net earnings before taxes of 
Compujob, Inc, by the average market price of the company's common stock during the preceding month of 
February. 

(b) On January 22, 1968 the company acquired Collegiate Advertising, Ltd. by the issuance of 260 000 shares 
of common stock in exchange for all the outstanding stock of Collegiate. 

(c) New England Subscription Service, Inc. was acquired on January 9, 1968 by the issuance of 13 334 
shares of the company’s common stock in exchange for all outstanding shares of the acquired company. 

(d) The company issued 120,000 shares of its common stock on July 2J, 1968 in exchange for all the out¬ 
standing stock of Shaffer Enterprises, Inc. 

(e) On October 9. 1968 the company issued 30.000 shares of common stock in exchange for all the outstanding 

stock of Lew,, Brothers Ceramics. Inc. and subsidiaries. Additional shares of the company’s common stock ir! 
to be issued in 1969 a.,d 1970 to the former stockholders of Lewis Brothers to the extent of 10 percent of the net 
earnings of the acquire: company in excess of $33,000 for each year. The value of the shares to be issued for 

the purpose of this calculation will be based on the average closing bid price of the company’s common stock for 

eighty trading days ending November 15 of each year. 

(f) The company issued 21,000 shares of common stock on November 13, 1968 in exchange for all the out¬ 
standing stock of Institutional Directories, Inc. * 

(g) The company issued 66,000 shares of its common stock on December 18 1968 in exchsn.. fnr .n >k. 

outstanding stock of National Scholastic List Co., Inc. x^cemoer is. 1*68 in exchange for all the 

(h) On February 6, 1969 the company acquired all the outstanding stock of New England Travel Coraor.tian 

in exchange for 600,000 shares of its common stock, of which 280.000 shares are held io escrow The escrow 
shares will be issued during each of the five fiscal years ending October 31. 1973 in amounts equal to twelve time, 
ne earning, of the acquired company divided by $30. Any abares remaining in escrow after October l7 ?73 
will be returned to the company for cancellation. * C J | 


ClG) 
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(i) The company issued 72,698 shares of its common stock on April 23, 1969 in exchange for all the outstand¬ 
ing stock of Renselaar Corporation. Additional shares of common stock will be issued to the former stockholders 
of Renselaar Corporation in 1969 in amounts equal to ten times net earnings divided by the average price of the 
company’s stock for the thirty days prior to issuance, and for the three years ended August 31, 1972 in amounts 
equal to ten times the greater of the excess of net earnings over $175,000 or the net earnings of the preceding 
twelve months divided by the average price of the company's stock for the thirty days prior to issuance. The 
excess net earnings used in the above computations may not exceed $300,000 in the aggregate. 

(j) Impressions By M, Inc. was acquired on April 24, 1969 by the issuance of 297,000 shares of the company’s 
stock in exchange for all the outstanding stock of the acquired company. An additional 297,000 shares of common 
stock will be placed in escrow upon becoming available from increased authorized shares and will be issued to 
the former stockholders of the acquired company in each of the years from 1969 through 1972 in amounts equal 
to twenty times net earnings of the subsidiary divided by $25, provided that prior to the application of any earnings 
to the above calculations there shall have first been earned an aggregate of $575,000. Any shares remaining in 
escrow after December 31, 1972 will be returned to the company for cancellation. 

(k) On February 12. 1969 the company issued 40,000 shares of its common stock in exchange for all the 
outstanding stock of Consultants for Marketing Isolation, Inc. 

In addition to the acquisitions described above, the company acquired the following businesses in transactions 
accounted for as purchases: 

(l) The company acquired, on September 17, 1968, 96.2 percent of the outstanding capital stock of National 
Manpower Register. Inc. and notes receivable in the amount of $70,000. In payment thereof the company issued 
two 7% promissory notes in the amount of $112,500 each payable September 17, 1969 and 1970, and 2,560 shares 
of its authorized unissued common stock. 

(m) On February I, 1969 the company purchased all the outstanding capital stock of The Colad Company. 
Inc. for $1,950,000 and 15,715 shares of its common stock. 

(n) On March 1, 1969 the company purchased the net assets of Guest Pac Corporation for $6,000,000, of 
which $3,000,000 is represented by two 4% promissory notes of $1,500,000 each due on September I, 1970 and 1971. 

(3) Contracts in Progress: 

During the year 1968 the company's volume of business on fixed fee type arrangement* increased substantially. 
This business involves employees of the company developing over all marketing and/or advertising programs for clients 
and/or prospective clients. The major portion of the work done by the company involves determination of the client's 
requirements and proposal by the company of an over-all program. Costs related to development of the programs are 
charged to expenses as incurred. The eventual implementation of the agreed-upon program is carried out principally 
by representatives and third parties, generally on a fixed commission or charge per piece basis. Owing to the nature 
of this activity, management believes that income is best matched against costs directly connected with the production 
of this income by recording the estimated gross profit based on the percentage of time incurred to the total estimated 
time to be incurred by the employees in development of the over-all program for the client. Accordingly, commencing 
in 1968 all such programs have been accounted for on this basis upon obtaining a client commitment. 

For tax purposes the company considers income on these contracts to be earned when billed and accounts for the 
applicable deferred taxes in its accounts and financial statements. 

(4) Inventories: 

Inventories used in the computation of cost of sales were as follows: 



Total 

Finished 

goods 

Work la 
procea 

Raw 

materials 
and supplies 

August 31, 1965 

$ 81,805 

$ 23.(55 

$ 7.907 

$ 50,243 

August 31, 1966 

84,004 

8,780 

10,351 

56,256 

August 31, 1967 

420,889 

273,657 

8,780 

138,452 

August 31, 1968 

1.253,788 

628,831 

13,111 

611,846 

May 31. 1969 (unaudited) 

$3,170,603 

$2,142,518 

$188,916 

$839,169 

Inventories are priced at the lower of cost or 

market with cost determined 

on the first-in, first-out basis. 


(5) Deferred Costs: 

Due to the nature of certain aspects of its business the company has adopted the following policies relating to 
deferred costs: 

(a) Foreign study programs: 

The operations of New England Travel Corporation (a wholly-owned subsidiary described elsewhere in the 
Proxy Statement) involve arrangements by the company of study programs abroad during the summer months 
for high school students. Results of operations are accounted for during the summer months as the study programs 
are completed and the students return to the United Slates. Consequently, all costa are deferred during the first 

F-17/* N 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

nine months of the year. As a result, the unaudited nine month figures in the consolidated statement of earnings 
exclude any operations of New England Travel Corporation. 

(b) Unamortized cost of prepared sales programs: 

The company's prepared sales program business is seasonal and coincides with the school year. Expenditures 
are incurred for printing, layout, and mailing preparatory to the commencement of various sales programs, most 
of which begin in the fall of the year and carry over to the spring. 

The company follows the practice of deferring these costs and amortizing them over the periods in which 
applicable income is derived. The amortization periods commence with the various sales campaigns and costs are 
written off over the lives of the programs or a maximum of twelve months, whichever period is less. 

(c) Unamortized list acquisition costs: 

The company’s name list acquisition costs are deferred at the time of acquisition and amortized over a period 
of approximately thirty months beginning in the year of acquisition. That portion of unamortized list acquisition 
costs at the balance sheet date, which will be amortized during the succeeding year, has been classified as a 
current asset. 

For income tax purposes the company deducts the costs described in (b) and (c) above as incurred and accounts 
for the applicable deferred taxes in its accounts and financial statements. 

(6) Notfs Payable and Long-term Debt: 

Notes payable and long-term debt at August 31, 1968 and May 31, 1969 are summarized as follows: 


Unsecured notes payable to bank, with various interest rates from 6'/i% to 834% 

due at various dates to May 31, 1970 . 

4% notes payable secured by common stock of subsidiary company, payable in 
c<\,.il installments on September I, 1970 and 1971 
Note. payable to bank, secured by trade accounts receivable in amount of $5,000 
Installment notes, secured by automotive equipment, payable in monthly installments 
7% note payable to bank, secured by the master list of names of Shaffer Enterprises, 
Inc . payable $3,000 per month to March 1970 
7% note payable to bank, secured by machinery and equipment, payable in monthly 

installments to July 31, 1970 . 

7% note payable to bank, secured by machinery and equipment, payable in monthly 

installments to February 26, 1971 . 

Conditional sales contract payable in monthly installments to June 1973 
12% unsecured notes payable on demand 
7% unsecured note payable on September 17, 1969 
7% unsecured note payable on September 17. 1970 

734% notes payable to bank secured by trade accounts receivable in the amount of 

$339,000, due on demand . . 

9% note payable to bank, secured by inventory, payable in monthly installments to 

December 31, 1969 . 

6% installment notes secured by automotive equipment, payable in monthly install¬ 
ments to May 1971 

4Vi% installment notes secured by machinery and equipment, payable in monthly 

installments to January 1972 . 

7% unsecured note payable in semi-annual installments of $20,000 commencing 

September 1, 1970 . 

6% mortgage note payable in monthly installments of $388.59, including interest 
with final payment due January 10, 1974 

Non-mterest bearing note secured by a building, payable in monthly installments to 
February 1973 . 


Amounts due within one year 
Balance due after one year 


The aggregate maturities due in each of the years 1970 through 1973 on debt outstanding as of May 31 1969 
are approximately $4,656,153, $1,702,590, $1,557,507, $51,956 and $40,388, respectively. 


August 31, 

May 31, 

1968 

1969 


(unaudited) 

$428,870 

$4,218,505 

__ 

3,000,000 

4,600 

— 

10,600 

2,744 

57,000 

47,000 

19,464 

2,387 

5,021 

9,560 

3,784 

3,056 

23,000 

— 

— 

112,500 

— 

112,500 

85,000 

100,000 

— 

180.376 

14,058 

16,725 

1,705 

— 

— 

400,000 

— 

18,936 

— 

26,667 

653,102 

8,250,956 

604,913 

4,651,563 

$ 48,189 

$3,599,393 


"fro 
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(7) Stock Options: 

Under the terms of a qualified stock option plan, 236,000 shares of common stock have been authorized for issuance 
to employees. The options, granted at fair market value on date of grant, expire five years from the date of is»uance 
and may not be exercised prior to two years from such date. Options dated from February 29, 1968 to March 26, 1969 
have been granted to employees to purchase shares of common stock at prices ranging from $6 per share to $30 per 
share. The total value of options granted aggregates $4,422,228. 

In connection with the acquisition of New England Subscriptions Service, Inc. the company granted options to 
purchase 5,000 shares of common stock at $6 per share. The options are exercisable at any time and expire January 
I. 1972. 

The company makes no accounting entry upon issuance of stock options. Upon exercise of a stock option, the par 
value of the stock issued is credited to common stock and the excess of the option price over par value is credited to 
additional paid-in capital. 

(8) Common Stock and Retained Earnings: 

The company is committed to issue common stock in connection with business acquisitions, stock option plans, 
and other agreements as described in notes 2 and 7. 

In April 1968 the company registered 200,000 shares of its common stock with the Securities and Exchange 
Commission. In connection with the registration, effective January 2, 1968, the authorized capital slock was increased 
to 1,500,000 shares of common stock and the ten shares of $100 par value common stock outstanding was split into 
547,000 shares of $.05 par value common stock. Concurrently therewith, $24,600 was transferred from retained 
earnings and $1,750 was transferred from additional paid-in capital to capital stock. Subsequent thereto, a stockholder 
donated 78,667 shares of Common Stock to the company which was accounted for as donated treasury shares at par 
value ($3,933). 

Subsequently, at the annual stockholders' meeting on December 16, 1968, the stockholders authorized a 2 for 1 
stock split. The stock split is reflected in the accompanying consolidated financial statements for all periods. 

In connection with certain of the acquisitions described in note 2. the company borrowed 240,000 shares of common 
stock from its principal stockholder. As described elsewhere in this proxy statement, the shares of common stock 
will be replaced when the authorized, but unissued, common stock has been increased. The financial statements reflect 
2,896,555 shares of common stock outstanding at May 31, 1969 which does not include the 240,000 borrowed shares, 
however, such shares are included in the computations of earnings per share. 

On May 12, 1969 the company sold by private placement 118,500 shares of its authorized and unissued common 
stock for $3,417,570. Capital stock was credited for $2,963 and $3,414,607 was credited to additional paid-in capital. 

In accordance with the laws of the District of Columbia, approximately $463,000 of retained earnings arising 
from acquisitions recorded as poolings of interests arc restricted as to payment of dividends. 


(9) DErREClATION AND AMORTIZATION: 

Depreciation and amortization have been computed by the straight-line and various accelerated methods over the 


following estimated useful lives: 

Building . 40 years 

Machinery and equipment . 310 years 

Automotive equipment . 3- 5 yean 

Furniture and fixtures . 3-10 yean 

Leasehold improvements 6 yean 


Maintenance and repain are charged to expense when incurred. Betterments and renewals are charged to the asset 
sect unts, which are relieved of the items renewed or replaced. Upon retirement or disposal of assets the cost and 
ar.umulaied depreciation are eliminateo from the asset and the accumulated depreciation accoun's, and the related 
gain or loss is credited or charged to income. 


(10) Other Assets: 


Other assets are summarized as follows: 



August 31, 

May 31,1969 


1961 

(uiuodited) 

Unamortized list acquisition cost . 

$117,496 

$187,354 

174,214 

210,960 

411,750 

Deferred marketing expense . 


Trademark . 

. 210,960 

Miscellaneous . 

. 144,402 


$472,858 

$984,278 
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(11) Commitments: 

The activities of the company are conducted in leased facilities. The major leases expire in 1970, 1971, 1973 
and 1975, requiring approximate monthly rentals of $2,148, $3,000, $11.520. and $2,100, respectively. 


(12) Supplementary Profit and Loss Information: 



Charged 
directly to 
profit 
and loss 

Charged 

to 

other 

accounts! 1) 

Total 

Year ended August 31, 1966: 

Maintenance and rep >irs 

$ 6.446 

— 

$ 6.446 

Depreciation and amortization 

28,371 

— 

28,371 

Taxes, other than income taxes: 

Payroll taxes 

17,747 

— 

17.747 

Other 

4,472 

— 

4,472 

Total taxes 

22.219 

— 

22,219 

Rents and royalties 

35,542 

—- 

35,542 

Year ended August 31, 1967: 

Maintenance and repairs 

8,249 

1,027 

9,266 

Depreciation and amortization 

47,085 

97 

47,182 

Taxes, other than income taxes: 

Payroll taxes 

46,737 

— 

46,737 

Other 

8,765 

3,091 

11,856 

Total taxes 

55,502 

3,091 

58,593 

Rents and royalties 

66,921 

5,668 

72,589 

Year ended August 31, 1968: 

Maintenance and repairs 

16,808 

2,571 

19,379 

Depreciation and amortization 

108,412 

1,634 

110,046 

Taxes, other than income tp- .: 

Payroll taxes 

75,952 

— 

75,952 

Other 

8.326 

4,704 

13.030 

Total taxes 

84,278 

4,704 

88,982 

Rents and royalties 

$130,520 

$42,564 

$173,084 

Nine months ended May 31. 1969 (unaudited): 

Maintenance and repairs 

50,180 

1,627 

51,807 

Depreciation and amortization 

138,511 

1,501 

140,012 

Taxes, other than income taxes: 

Payroll taxes 

131,497 

4,136 

135,633 

Other 

25,666 

— 

25,666 

Total taxes 

157,163 

4,136 

161,299 

Rents and royalties 

$325,560 

$39,887 

$365,447 


There were no charges for management and service contract fees 



(1) Charged to unamorlized list acquisition costs. 
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report of independent certified public accountants 

The Board of Director* 

Interstate National Corporation: 

We have examined the individual and consolidated balance sheets of Interstate National Corporation 
and s^bsidtariw^aso^December 3i, 1968 and the related statements of income and earned surplus, before 
p?o forma adjustments, for the three years then ended. Our examination was made in accordance wtth 
generally accepted auditing standards and accordingly included such tests of the accountmg recor 
such other auditing procedures as we considered necessary in the circumstances. 

We did not examne the financial statements of Interstate Fire & Casualty c ° m P an y and 
for the two years ended December 31, 1967, which statements were examined by other independent 

accountants whose report is included herein. 

In our opinion based on our examination and the aforementioned report of other independent 
accountants, sScfc individual and consolidated financial statements before pro forma P r *“ n * 

fairly the financial position of Interstate National Corporation and subsidiaries December 31, 1968 
and die results of their operations for the three years ther ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. * ^r. 

Prat. Marwick. MlTCHELL & Co. 


Chicago, Illinois 
August 13, 1969 
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INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 
ASSETS 

December 31, 
1961 


Assets: 

Bonds (note 1). $22,353,531 

Stocks, other than subsidiaries (note 1): 

Preferred . 1,517,100 

Common . 2,521,003 

Stock of affiliated insurance company, on equity basis (note 1). 1,125,479 

Land and buildings, at cost less accumulated depreciation. 169,646 

Cash . 2,871,085 

Premiums receivable . 4,374,815 

Receivable from reinsurers. 2,679,620 

Accrued investment income . 256,136 

Prepaid expense . 1,710,489 

Furniuird, equipment leasehold improvements, at cost less allowance for depre- 
‘ciation arnf amortisation of $713/219 in 1968 and $728,781 in 1969 342,365 

Deferred Federal income taxes . 86,000 

Other assets . 637,222 

$40,644,494 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Liabilities: 

Losses . $13,762,123 

Loss adjustment expenses . 2,854,300 

Unearned premiums . 5,080,974 

Ceded reinsurance payable. 2,227,017 

Funds held under reinsurance treaties . 1,896,375 

Premiums payable to underwriters. 4,312,706 

Federal income taxes (note 2) . 64,000 

Liability for employment agreements. 464,186 

Other liabilities . 1,565,363 

Total liabilities . 32,227,044 


Stockholders’ equity: 


Preferred stock, no par value. Authorized 1,000,000: 

Series A convertible, $20 stated value. Issued ana outstanding 27,000 shares. Con¬ 


vertible into 20 fully paid shares of common stock on January 1, 1973 $ 540,000 

Common stock, $1 par value. Authorized 2,000,000 shares; issued 700,000 shares 700,000 

Total capital stock . 1,240,000 

Paid-in surplus . 4,805,244 

Earned surplus . 2,444,690 

Total surplus . 7,249,934 

Total capital stock and surplus . 8,489,934 

Treasury shares, common shares at cost: 9,420, 1968: 10,607, 1969 . 72,485 

Stockholders' equity. 8,417,449 

$40,644,494 


See accompanying notes to consolidated financial statements. 
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June 30, 
1969 

(unaudited) 

$23,397,686 

1,380,225 

2,342,690 

1,144,456 

167,219 

1,716,169 

6,609,693 

2,135,057 

296,208 

1,916,706 

349,540 

64,000 

842,288 

742.361,940 


$14,565,588 

2.909,465 

5,826,898 

2,197,416 

1,977,837 

4,470,778 

67,000 

528,876 

1,006,422 

33,550,281 


$ 540,000 

700,000 
1,240,000 
4,805,244 
2.845.608 

7.650.852 

8.890.852 
79,194 

8,811,658 

$42,361,940 
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INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF EARNED SURPLUS 



Year ended December 31, 


SI* months 
ended 
June 30, 


1966 

1967 

1961 

1969 






Net income and realized gain on investments per con* 
solidal i statement of income before pro forma adjust- 

S 339,137 

$ 221,433 $ 

505,421 

(unaudited) 

$1,036,101 

Less net gain for <he 'hree mon,hs end ed December 
31, 1968 included above . 

— 

— 

— 

714,299 

Net income and realized gain on investments for the si* 
months ended June 30, 1969 . 

— 

— 

— 

321,802 

Unrealized appreciation (depreciation) from revaluation 
of investments 

(138,826) 

(23,400) 

280,980 

(525,964) 

Increase in mandatory securities valuation reserve 

(888) 

(1.465) 

(6,615) 

(2.693) 

Manager’s compensation applicable to ur^ealized (appre¬ 
ciation) depreciation from revaluation of investments 

24,308 

3,510 

(42,147) 

11,554 

Cash dividends to stockholders 

(120,152) 

— 

(71.354) 

(108,162) 

Slock dividends to stockholders 

— 

(123,102) 

— 

— 

Other 

— 

2,264 

— 

— 

Elimination of deferred liabilities (note 6) . 

— 

— 

— 

704,381 

Increase (decrease) in surplus 

83,579 

79,240 

666,286 

400,918 

Balance at beginning of period 

1,615,585 

1,699,164 

1,778,404 

2,444,690 

Balance at end of period 

$1,699,164 

$1,778,404 $2,444,690 

$2,845,608 

See accompanying notes to 

consolidated fin. 

<ncial statements. 
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INTERSTATE NATIONAL CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(1) Consolidating and Accounting Principles: 

The consolidated financial slatements include the accounts of Interstate National Corporation (INC) and its 
subsidiaries. Interstate Fire & Casualty Company (IFC) and Geo. F Brown & Sons, Inc. (GFB) and their subsidiaries. 
INC was incorporated in 1968 and acquired IFC and GFB in 1969. Die accounts of the companies are reflected 
on a pooling of interests basis. 

During the period covered by the consolidated financial statements, GFB maintained its accounts on a 
modified cash basis fo r the fiscal period ended October 31 of each year. The GFB statements have been recast 
to a calendar year to conform with the practice followed by INC and have been adjusted to the accrual basis of 
accounting 

The investments of IFC are valued in accordance with the requirements of the National Association of Insurance 
Commissioners as ioIIows: eligible bonds at amortized values; capital stock of affiliated life insurance company at 
pro rata share of capital and surplus; and all other bonds and stocks at market prices in accordance with the method 
prescribed by the Association. 

Failure of the items to add to the totals shown is due to dropping of amounts less than $1. 


(2) Federal Income Taxes: 

The company intends to file a consolidated tax return with its subsidiaries for the year 1969, except that GFB 
will be included from date of acquisition, May 31, 1969. 


(3) Pension and Retirement Plan of Brown: 

GFB has established a funded retirement plan designated as “Geo F. Brown & Sons, Inc. Employees Retirement 
Plan" for eligible officers and employees. Contributions to the plan are calculated on the basis of 20% of net income 
and such additional amounts as the Board of Directors authorize. 

It is the present intention of the company that the contributions will be not less than 71A % of eligible employees 
salaries. 


Contributions made by the company were: 
Year ended December 31: 

1966 . 

1967 . 

1968 . 

Nine months ended June 30, 1969 


$254,166 

278,389 

279.879 

138,854 


(4) Expenses: 

No allowance has been made for expenses which INC would have incurred if it had been in existence for the 
five years ended December 31, 1968 and the nine months ended Jjne 30, 1968 and 1969. In the opinion of manage¬ 
ment such expenses would not be material. 


(5) Subsequent Event: 

In June 1969 the company announced its intention to merge with National Studi nt Marketing Corporation 
(National). Under the terms of the posed merger, National will acquire INC for shares of its stock. 

(6) Elimination of Deferred Liabilities: 

The man'gement contract, whereby GFB acted as the sole manager for IFC. was cancelled on May 31, 1969 
As a result, liabilities accrued prior to January 1, 1964 for manager's compensation applicable to equity in unearned 
premiums and to unrealized appreciation from revaluation of investments were eliminated since they are no longer 
required. 
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INTERSTATE NATIONAL CORPORATION 
(Parent Company) 


BALANCE SHEET 
ASSETS 


December 31, June 30, 
I960 1969 


Current asset*: 

Cash . 

Short-term investment* 
Accrued interest receivable 

Total current asset* 


$ — 


Investment in subsidiaries: 

Interstate Fire & Casualty Company, at adjusted equity. 7,952,862 

Geo. F. Brown 4 Son*, Inc., at equity . 464,317 

Organization expense* . .. 

$8,417,449 

LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Accounts payable 


Stockholders' equity: 

Preferred stock, no par value. Authorized 1,000,000: 

Series A convertible, $20 stated value. I*sued and outstanding 27,000 share*. 
Convertible into 20 fully paid share* of common *tock on January 1, 1973 

Common stock, $1 par value. Authorized 2.000,000 share*; issued and outstanding 

700,000 shares . 

Surplus paid in excess of par or stated value. 

Earned surplus: 

Earned surplus of Parent . 

Undistributed surplus of subsidiary companies: 

Earned surplus . 

Unrealized appreciation (depreciation) of investments . 

Total earned surplus. 

Total capital and surplus . 

Treasury shares, common shares at cost 9,420, 1968; 10,607, 1969 

Stockholders’ equity .. 


1969 

(unaudited) 

$ 6,409 

390,744 
2,255 
399,410 

8,181,726 

224,822 

6,193 

$8,812,150 


$ 540,000 

$ 540,000 

700,000 

700,000 

4,803,244 

4,805,244 

— 

419,229 

2,367,640 

2,875,293 

77,050 

(448,914) 

2,444,690 

2,845,608 

8,489,934 

8,890.852 

72,485 

79,194 

8,417 U9 

8,811,658 

$8,417,449 

$8,812,150 


See accompanying notes to financial statements. 
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INTERSTATE NATIONAL CORPORATION 
(Parent Company) 

STATEMENT OF INCOME 


Nine months ended 

Year ended December 31,_ June 30, 



1964 

1965 

1966 

1967 

1968 

1968 

1969 

Interest income .. 

(unaudited) 

$ — 

(unaudited) 

$ — 

$ — 

$ — 

$ — 

(unaudited) 

$ — 

(unaudited) 

$ 2,255 

Dividend income . 

210,000 

227,500 

120,760 

— 

72,060 

19,560 

545,562 

Operating expenses . 

— 

* 

— 

— 

— 

— 

(20,526) 

Net income before equity in net in¬ 
come and net realized gain on sale 
of investments of subsidiaries 

210,000 

227,500 

120,760 


72,060 

19,560 

527,391 

Equity in undistributed income (loss) of 
subsidiaries after deducting dividends 
paid . 

(226,080) 

(227,796) 

205,221 

178,736 

305,874 

12,863 

390,788 

Equity in net realized gain on sale of in¬ 
vestments of subsidiaries 

482,593 

233,195 

13,156 

42,697 

127,487 

40,683 

117,922 

Net income and equity in net income 
and gain on sale of investments of 
subsidiaries 

$466,513 

$232,899 

$339,137 

$221,433 

$505,421 

$73,106 

$1,036,101 


See accompanying notes to financial statements. 
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INTERSTATE NATIONAL CORPORATION 
(Parent Company) 

STATEMENT OF EARNED SURPLUS 




Year ended December 31, 

Six months 
ended 
June 30, 



1966 

1967 

1968 

1969 






(unaudited) 

Net income and net realized gain on sale of investment* 

$ 339,137 

$ 221,433 

$ 505,421 

$1,036,101 

Less net gain for the three months ended December 31, 
1968 included above 

_ 

_ 

— 

714,299 

Net income and realized gain on investments 
months ended June 30, 1969 

for the six 

— 

— 

— 

321,802 

Unrealized appreciation (depreciation) from 

revaluation 

(158,826) 

(23,400) 

280,980 

(525.964) 

Dividends: 


(120,152) 


(71,354) 

(108,162) 




(123,102) 

__ 

_ 

- ■ •' J 1 i , < . 

} 

23,420 

4,309 

(48,762) 

713,242 



83,579 

79,240 

666,285 

400,918 



1,615,585 

1,699,164 

1,778,404 

2,444,690 

Balance at end of period 


$1,699,164 

$1,778,404 

$2,444,690 

$2,845,608 


See accompanying notes to financial statements. 
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nrroRT or rMiErrw.r: i certified fublic accountants 

The Board of Directors 

Interstate Fire & Casualty Company: 

We have examined the statutory consolidated balance sheet of Interstate Fire & Casualty Company 
and its subsidiaries (Interstate Insurance Group) as of December 31, 1968, the related statements of 
consolidated earnings and surplus, and consolidated adjusted income for the year then ended, and the 
statement of consolidated adjusted stockholders’ equity (included in note 10 to the financial statements) 
as of December 31, 1968. Our examination ' as made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing pro¬ 
cedures as we considered necessary in the circumstances. 

In our opinion, the statutory consolidated financial statements present fairly the statutory financial 
position of Interstate Fire & Casualty Company and its subsidiaries at December 31, 1968 and the income 
and changes in surplus for the year then ended, in conformity with insurance accounting principles 
prescribed or permitted under statutory authority applied on a basis consistent with that of the preceding 
year. Also, in our opinion, the statements of consolidated adjusted stockholders’ equity snd consolidated 
adjusted income present fairly the stockholders’ equity at December 31, 1968 and the income for the 
year then ended, in conformity with generally accepted accounting principles applied on a basis con¬ 
sistent with that of the preceding year. -y\ 

Peat, Marwick, Mitchell & Co. 

Chicago, Illinois 
March 14, 1969 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Directors and Stockholders 
Interstate Fire & Casualty Company: 

We have examined the consolidated statement of admitted assets, liabilities and surplus as regards 
policyholders of Interstate Fire & Casualty Company and its susbidiaries at December 31, 1967 and the 
related consolidated statements of income and surplus unassigned for the four years then ended, together 
with the related statement of adjusted income. Our examinations were made in accordance with generally 
accepted auditing standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

These financial statements have been prepared in conformity with accounting practices prescribed 
or permitted by the Insurance Department of the State of Illinois, which are designed primarily to demon¬ 
strate ability to meet claims of policyholders. These practices differ in certain respects, which in some 
instances are material, from those generally accepted accounting principles applied in the presentation 
of financial position and results of operations on the "going-concern" basis commonly followed by other 
types of enterprises. The more significant of these practices and the effect on net income of the applica¬ 
tion of generally accepted accounting principles are summarized in the statement of adjusted income. 

In our opinion, the summary of earnings and consolidated statement of surplus included in this proxy 
statement, insofar as it relates to Interstate Fire & Casualty Company and its subsidiaries for the four 
years ended December 31, 1967, present fairly the data shown therein and changes in surplus in conform¬ 
ity with accounting practices prescribed or permitted by the Insurance Department of the State of Illinois 
consistently applied. Also in our opinion, the statement of adjusted income for the four years ended 
December 31, 1967 presents fairly the results of operations of Interstate Fire & Casualty Company and 
its subsidiaries in conformity with generally accepted accounting principles consistently applied. 

Price Waterhouse & Co. 

Chicago, Illinois 
March 8, 1968 
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INTERSTATE FIRE & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Group—Subsidiaries of Interstate National Corporation) 

CONSOLIDATED BALANCE SHEET 
ADMITTED ASSETS 

December 31, 


1968 

Bonds (notes 3 and 4): 

United States Government and agencies . $ 6,445,592 

Other . 15,907,939 

Stocks, other than stocks of subsidiary companies (notes 3 and 4): 

Preferred . 1,517,100 

Common . 2,513,984 

Stock of Interstate Life Assurance Company, at equity in net assets (notes 3 and 4) 1,125,479 

Real estate (note 5) 169,646 

Cash and cash items . 1,547,280 

Agents’ balances and premiums in course of collection . 1,340,998 

Due from other insurance companies. 2,492,620 

Interest and rents due and accrued . 256,136 

Other assets .. . 

Total admitted assets . $33,358,188 


LIABILITIES,. CAPITAL STOCK AND SURPLUS 


Losses and claims'(note 6) . .;. $13,762,123 

Loss adjustment expenses . 2,854,300 

Unearned premiums (note 7) . 5,080,974 

Taxes, other than Federal and foreign income taxes, and other expenses due and accrued 276,842 

Ceded reinsurance premiums payable . 2,227,017 

Funds held by company under reinsurance treaties . 1,896,375 

Other liabilities . *>1.S11 

Total liabilities . 26,579,142 

Capital stock and surplus: 

Common stock, $5 par value. Authorized 1,000,000 shares; issued 350,000 1,750,000 

Paid-in surplus . 4,166,744 

Surplus (note 9) . 862,302 

Total capital stock and surplus . 6,779,046 

Total liabilities, capital stock and surplus . $33,358,188 


Sec accompanying notes to consolidated financial statements. 


¥-50 


lunc 30, 
1969 

(unaudited) 

$ 4,661,506 
17,943,436 

1,380,226 

2.342,689 

1,140,915 

167,219 

1,083,770 

3,208,200 

2,135,057 

293,953 

6,846 

$34,363,817 


$14,565,588 

2,909,465 

5,826,898 

93,000 

2,197,416 

1,977,837 

649,817 

28,220,021 

1,750,000 
4,166,744 
227,052 
~ 6,143,796 
$34,363,817 


l 
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INTERSTATE FIRE & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Group—Subsidiaries of Interstate National Corporation) 

CONSOLIDATED STATEMENT OF SURPLUS 


Net income (loss) and realized gain or loss on investment* 
per consolidated summary of earning* 

Less net income for the three months ended December 31, 
1968 included above . 

Net income end net realized gain or loss on investments for 
the six months ended June 30, 1969 
Unrealized gain (loss) from revaluation of investment* 

(note 3): . 

Fire and Casualty Companies: 

Other than consolidated subsidiaries. 

Life company . 

Change in non-admitted assets 

Change in reserves arising from contracts with unauthorized 
reinsurance companies 

Change in excess of statutory and voluntary reserves over 
case basis reserves 

Change in mandatory securities valua.ion reserve 
Dividend to stockholders: 

Cash (1966. $0.30, 1968, $0.15; 1969, $1.25). 

Stock .. 

Increase (decrease) in surplus . 

Balance at beginning of period. 

Balance at end of period .. 


Year ended December 31, 

1966 1967 1968 

$(34,170) $135,844 $ 844,132 


Six month* 
ended 
June 30, 
1969 

(unaudited) 

$872,862 

544,200 

328.662 


(162.037) 

(23.400) 

280.980 

(525.964) 

3.211 

— 

— 

— 

(49.661) 

(242,570) 

95.974 

2.245 

15.042 

22,344 

— 

— 

104.888 

— 

— 

— 

(888) 

(1.465) 

(6.615) 

(2.693) 

(105.000) 

_ 

(52.500) 

(437,500) 

— 

(123,102) 


— 

(228.615) 

(232.349) 

1.161.971 

(63.5,250) 

161,295 

(67,320) 

(299.669) 

862.302 

$(67,320) 

$(299,669) 

$ 862.302 

$227,052 


See accompanying notes to consolidated financial statement*. 
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INTERSTATE FIRE & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Group—Subsidiaries of Interstate National Corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(I) Basis of Presentation: 

(a) The following companies are included in the consolidated financial statements: 

Interstate Fire A Casualty Company 

Chicago Insurance Company 

Interstate Reinsurance Corporation 

These companies are referred to as Interstate Insurance Group. 

(b) The accompanying financial statements have been prepared on the basis of the requirements for reporting in 
the Annual Statements, filed with the Insurance Department of the State of Illinois, except for modifications to comply 
with the requirements of Regulations S-X issued by Securities and Exchange Commission. 

(c) Insurance accounting requirements differ from generally accepted accounting principles in that: (a) expenses 
incurred upon issuing policies are charged to expense in the year incurred rather than amortized over the periods benefited; 
(b) security investments are carried at National Association of Insurance Commissioners’ prescribed values which may 
differ from market values (see note 3); (c) unrealized appreciation on investments is credited directly to surplus without 
giving recognition to Federal income taxes, if any, that would accrue if such appreciation were realized by sale or 
maturity of the investments; and (d) assets must be included in the statement of assets and liabilities at "admitted 
asset value" and "non-admitted assets" must be excluded. 

The effects of these variations on the surplus and the net income of the companies are reflected in the consolidated 
statements of adjusted income and adjusted stockholders’ equity appearing elsewhere herein. 

(d) The assets in the accompanying consolidated balance sheets are stated at admitted asset value. The term 
"admitted asset value" means the asset value at which the respective assets are permitted to be reported to the Insurance 
Department of the State of Illinois, for balance sheet purposes in the Annual Statement in accordance with the rules and 
regulations of such regulatory authority. The term "non-admitted assets” means assets other than assets which are so 
permitted to be reported. 

(e) Failure of items to add to the totals shown is due to dropping of amounts less than $1. 


(2) Non-admitted Assets: 

Assets which have been excluded from the consolidated balance sheets are as follows: 

December 31, 


Agents' balances and premiums in course of collection over 

three months due . 

Furniture and equipment . 

Other ... 

Total non-admitted assets 




1908 

$229,950 

5,152 

3,332 


June 30, 
1969 

$227,555 

5,302 

3,332 


$238,434 $236,189 


(3) Bonos and Stocks: 

(a) Bonds qualified for such treatment are included in the consolidated balance sheets at December 31, 1968 and 
June 30, 1969 at their amortized values, and all other bonds and stocks, except capital stock of an unconsolidated 
company, are valued at market prices in accordance with the method prescribed by the National Association of Insurance 
Commissioners. Capital stock of an unconsolidated company is carried at its pro rata share of capital and surplus at 
December 31, 1968 and June 30, 1969 determined on the basis of requirements of the Insurance Department of the 
State of Illinois. The consolidated and affiliated unconsolidated insurance companies, the percent of ownership, and 


their carrying values are as follows: 


Consolidated and affiliated 



%ot 

unconsolidated insurance 

December 31, 

June 30, 

owner- 

companies 

1968 

1969 

ship 

Interstate Fire A Casualty Company: 




Chicago Insurance Company 

$1,773,175 

$1,754,300 

60% 

Interstate Reinsurance Corporation 

1,483,839 

1,435,446 

100% 


$3,257,014 

$3,189,746 


Interstate Life Assurance Company(l) 

$ 450,192 

$ 456,366 

40% 

Interstate Reinsurance Corporation: 




Chicago Insurance Company 

$1,182,117 

$1,169,533 

40% 

Interstate Life Assurance Company! 1) 

$ 675,287 

$ 684,549 

60% 

(1) Affiliated unconsolidated insurance company. 


Directly owned b y 


Interstate Fire A 
Casualty Company 
Interstate Fire A 
Casualty Company 

Interstate Fire A 
Casualty Company 

Interstate Reinsurance 
Corporation 
Interstate Reinsurance 
Corporation 



1 
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INTERSTATE FIRE & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Croup— Subsidiaries ol Intervale N?fional Corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

(b) The equity in statutory earning, of the affiliated unconsolidated insurance company is shown below: ^ ^ 

_ Year ended December 31, j unt 

1966 1967 196* 1969 ‘ 

$36,771 $31,147 $32,641 $24.4*5 


(c) Cash dividends were received from affiliated unconsolidated insurance company as follows: 


Year ended December 31, 

1966 1967 196* 

"TZ" — $100,000 


Nine months 
ended 
June 30, 
1969 


(d) Net realized gain or loss on investment, reflected in the consolidated statement of income >s determined on 
the basis of book value of investments, which is amortized cost for bond, and cost for stocks. 

ret The change in each period in the valuation between investments at book value and investments valued as 
fn Ih in paragraph 3(a) is carried to surplus as unrealized gain or loss from revaluation of investments. In 
accordance with fules of the Insurance Department of the State of Illinois, no provision i, made for the income tss 
that would be payable if the securities were liquidated at the value indicated. 

rn Interstate and its consolidated subsidiaries had on deposit with various state regulatory agencies and other 
insurance companies bonds with a total amortized value of $2,377,649 at December 31. 1968 and $2,621.20* at June 

30, 1969. 


(4) Book Values op Bonds and Stock*: 
The book values of bonds and stock* are: 


December 31, 
IMS 


June 39, 
1969 


$22,353,531 $22,604,942 


Stocks: 

Preferred . 

Common . 2 ' 163256 

Stock of Interstate Life Assurance Company . 1,100,000 

Total stock* .. $ 5.054,059 


1,825,71* 
2.346.136 
1 , 100,000 
$ 5,271.*54 


(5) Real Estate: 

(a) Real estate consists of: 


Office property, St. Petersburg, Florida 
Branch office. St. Petersburg, Florida 
Total . 


December 31,196* 


June 30.1969 


Admitted 

asset 

Actual 

Admitted 

asset 

Actual 

valued) 

cost 

valued) 

cost 

$ 21.213 

$ 23.485 

$ 21.213 

$ 23.4*5 

148,433 

152,639 

,46.006 

152.639 

$169,646 

$176,124 

$167,219 

$176,124 


(1) The book value is the same as the admitted asset value: the market value is also considered to be equal 
to the admitted asset value. 


(b) Proper charges have been made against income with respect to depreciation. 


(6) Losses and Claim*: 

The net reserve for unpaid losses and claim, is based upon (1) the accumulation of case estimates for losses 
reported prior to the close of the accounting period in respect to direct business of the companies. (2) estimate, 
received from ceding reinsurers, (3) estimates of unreported losses based on past experience, and (4) the: ceduct.on 
of amounts for reinsurance placed with reinsurers other than affiliated companies in the amount of $6,973,6*1 ana 
$6,157,233 at December 31, 1968 and June 30, 1969, respectively. 
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INTERSTATE FIRE & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Croup—Subsidiaries of Interstate National Corporation) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


(7) Unearned Premiums: 

Unearned premiums are computed on the monthly pro rata basis and are stated after deduction on account ot 
reinsurance placed with insurers other than affiliated companies in the amount of $2,418,978 and $2,659,941 at 
December 31, 1968 and June 30, 1969, respectively. 

(8) Federal Income Taxes: 

The Interstate Insurance Group has filed consolidated tax returns for taxable years 1961 and subsequent. There 
have been consolidated tax losses for the years 1964 through 1967; consequently, no tax provision was required 
for those periods. Taxable income on a statutory basis for the year ended December 31, 1968 and the nine months 
ended June 30, 1969 was applied against the unused tax loss from prior years. At December 31, 1968 approximately 
$1,700,000 of unused tax loss arising from 1967 and prior years is available as a carryforward against future taxable 
income. 


(9) Consolidated Surplus: 


The consolidated surplus, shown below, for the Interstate Insurance Group is the result of consolidating the 
surplus of Interstate Fire & Casualty Company since inception with the surplus changes of Chicago Insurance 


Company and Interstate Reinsurance Corporation since their inception. 


Net income and realized gains or losses on investments 
Cash dividends paid 
Stock dividends paid 


December 31, 
1968 

$ 2,427,471 
(1,232,876) 
(145,602) 


June 30, 
1 969 

$ 2,756,133 
(1,670,376) 
(145,602) 


Unrealized net gain (loss) on investments 

Nonadmitted assets 

Other 


1,048,993 940,155 

77,024 (448,940) 

(238,434) (236,189) 

(25,281) (27,974) 


$ 862,302 $ 227,052 

(10) Consolidated Adjusted Stockholders' Equity: 


The consolidated "adjusted stockholders' equity” for the Interstate Insurance Group as calculated in the following 
table, represents ‘he difference between the admitted assets and the liabilities of the companies on the basis required 
by the Insurance Department of the State of Illinois, with the following exceptions: (a) there has been included as 
an asset the unearned premium reserve equity calculated at the rate of 32.5%; (b) the net depreciated value ot 
furniture and equipment has been included as an asset; (c) the estimated net realizable amount of agents' balances 
and premiums in course of collection over three months due have been included as an asset; and (d) the consoFJated 
“adjusted stockholders' equity" is not a representation that the realizable value of the net assets or the market or 
liquidating value of the capital stock of the company would be equal to or bear any relation to the figures shown. 



December 31, 
1968 


June 30, 
1969 

Stockholders' equity—statutory 

$ 6.779,046 

$ 

6,143,796 

Equity in unearned premiums 

1,651,317 


1,893,741 

Deferred liability related to equity in unearned premiums 
(note 11 ) 

(704,381) 


_ 

Premiums in course of collection over 90 days due. estimated 
to be collectible 

229,950 


227,555 

Manager's compensation applicable to unrealized appreciation 
from revaluation of investments 

(11.554) 


___ 

Furniture and equipment 

5,152 


5.302 

Other 

3,332 


3,332 

Stockholders' equity before provision for Federal income taxes 

7,952,862 


8.273,726 

Provision for Federal income taxes in equity in unearned pre¬ 
miums 

__ 


92,000 

Stockholders' equity—adjusted 

$ 7,952,862 

r 

8,181,726 


Non The net operating loss carryover from prior years was utilized in computing the taxes 
on the equity in unearned premiums (see note 8). 
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INTERSTATE FIRE & CASUALTY COMPANY AND SUBSIDIARIES 
(Interstate Insurance Group—Subsidiaries of Interstate National Corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Concluded) 


(11) Management Contract —Geo. F. Brown A Sons, Inc. 

As of January 29, 1952 a management contract was entered into with Geo. F. Brown A Sons, Inc. (GFB) whereby 
GFB became the sole manager of the companies as defined in the contract. As manager, GFB performs various 
administrative services for which it is reimbursed. In addition to the reimbursement of expenses, the contract provides 
for the manager to share in the underwriting and investment profits. 

This contract was cancelled on May 31, 1969 which eliminated the liabilities accrued prior to January 1, 1964 for 
the manager’s compensation applicable to equity in unearned premiums and to unrealized appreciation from revaluation 
of investments since they are no longer considered necessary. 


(12) Interstate Fire A Casualty Co. and sursidiaries became a wholly-owned subsidiary of Interstate National 
Corporation on ^anijary l,*l969 through an exchange of stocV 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

The Board of Directors 
Gf.o. F. Brown & Sons, Inc.: 

We have examined the consolidated balance sheet of Geo. F. Brown & Sons, Inc. and subsidiaries 
as of December 31, 1968 and the related consolidated statements of income and earned surplus, before 
pro forma adjustments, for the three years then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, such financial statements before pro forma adjustments present fairly the consolidated 
financial position of Geo. F. Brown & Sons, Inc. and subsidiaries at December 31, 1968 and the results 
of their operations for the three years then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis. VCViWwiL-4 It. 

Peat, Marwick, Mitchell & Co. 

Chicago, Illinois 
August 13, 1969 
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GEO. F. BROWN & SONS, INC. AND SUBSIDIARIES 
(Subsidiaries of Interstate National Corporation) 


CONSOLIDATED BALANCE SHEET 
ASSETS 


Current assets: 

Cash . 

Short-term investments, at cost which approximates market 


December 31, June 30, 
1968 1969 

(unaudited) 

$1,323,805 $ 625,990 

— 402,000 


Receivables: 

Premiums due from brokers, less allowance for doubtful accounts of $24,610, 


1968, $28,525, 1969 2,803,867 

Losses advanced to insurance underwriters . 390,752 

Due from affiliated insurance companies 386,352 

Other receivables 383,056 

Prepaid insurance and expenses 59,172 

Total current assets 5,347,007 


3,173,938 

471,765 

129,021 

350,792 

22.965 

5,176,473 


Investments, at cost: 

Interstate National Corporation (market value, $91,256, 1968: $171,879, 1969) 72,485 65,075 

Other . 7.019 3,540 

Furniture, equipment and leasehold improvements, at cost less allowance for deprecia¬ 
tion and amortization of $713,258, 1968 and $728,781, 1969 337,213 344,238 

Deferred Federal income taxes ... 86,000 156,000 

Other assets . 5,666 3,851 


$5,855,392 $5,749,179 


See accompanying notes to consolidated financial statements. 
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GEO. F. BROWN & SONS. INC. AND SUBSIDIARIES 
(Subsidiaries oi Interstale National Corporation) 

CONSOLIDATED BALANCE SHEET 
LIABILITIES AND STOCKHOLDERS* EQUITY 


Current liabilities: 

Accounts payable: 

Premiums due to insurance companies 


Accrued liabilities: 

Employee bonuses 
Retirement trust (note 7) 

Premium taxes. 

Federal income taxes (note 5) 

Other . 

Total current liabilities 

Liability for employment agreements (note 3) 


Stockholders’ equity: 

Preferred stock. 6% noncumulative, par value S100, redeemable at S100: 
Authorized—5,000 shares 
Issued—1,035 shares 

Outstanding—985 shares . 

Common stock, par value $10: 

Authorized—20,000 shares 
Issued—2,500 shares 


Outstanding—2,000 shares . 

Earned surplus 

Total capital stock and surplus 

Treasury shares, at cost (50 shares of preferred and 500 shares of common) 
Stockholders' equity 


December 31, 
1961 


$4,312,706 

10,086 

27,364 

29,102 

117,001 

64,000 

293,872 

4,854,134 

464,186 

5,318.320 


103,500 


25,000 

476,721 

605,221 


537,072 


June 30, 
1969 

(unaudited) 


$4,470,778 

12,342 

121,112 

15,978 

73,759 

67.000 

169.434 

4,930,405 

528,876 

5,459,281 


103,500 


25,000 

229,547 

358.047 


289,897 


$5,855,392 $5,749,179 


See accompanying notes to consolidated financial statements. 
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GEO. F. BROWN & SONS, INC. AND SUBSIDIARIES 
(Subsidiaries of Interstate National Corporation) 

CONSOLIDATED STATEMENT OF EARNED SURPLUS 


Year ended December 31, 
1966 1967 1968 


Net income (loss) before pro torma adjustment per consoli¬ 
dated natement of income . . 

Less net income for the three months ended December 31, 1968 
included above . 


Net loss for the six months ended June 30, 1969 
Dividends to stockholders: 

Preferred stock (1966 and 1968, S6; 1969, $22) 
Common stock (1966, $5; 1968, $7; 1969, $43) 

Net increase (decrease) in surplus . 

Surplus at beginning of the period 
Surplus at end of the period 


Six Months 
ended 
June 30, 
1969 

(unaudited) 


$ 87,121 

S (7,135) 

$ 35,377 

$ 159 869 




298.880 




(139,011) 

(5.910) 


(5.910) 

(22,162) 

(9.850) 


(13.650) 

(86,000) 

71,361 

(7,135) 

15,817 

247,173 

396,679 

468.040 

460.904 

476.721 

$468,040 

$460,904 

$476,721 

$ 229.547 


See accompanying notes to consolidated financial statements. 
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GEO. F. BROWN & SONS, INC. AND SUBSIDIARIES 
(Subsidiaries of Interstate National Corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(1) Basis of Presentation: 

During the period covered by the consolidated statement of income, the accounts were maintained on a modified 
cash basis of accounting for fiscal years ended October 31. The statements have been recast to a calendar year and 
have been adjusted to the accrual basis of accounting. 

The company has consistently followed the practice of consolidating the financial statements of its subsidiaries 
which are all wholly-owned. Intercompany transactions are eliminated in consolidation. 

Failure of items to add to the totals shown is due to dropping of amounts less than $1. 

(2) Management Contract —Interstate Fire & Casualty Company and Subsidiaries: 

As of January 29, 1952 a management contract was entered into with IFC and subsidiaries whereby the company 
became the sole manager, as defined in the contract, of the group. As manager, the company performs various 
administrative services for which it is reimbursed according to the contract. 

In addition to the reimbursement of expenses, the contract provides for the company to share in the underwriting 
and investment profits. 

This contract was cancelled on May 31, 1969, however the company continues to be generally responsible for 
most aspects of the group's business other than the investment of its assets. 

(3) Employment Agreements: 

Under terms of employment agreements with nine company executives, two of whom are retired, the company 
has agreed that in the event of permanent disability, death or retirement such executives or their respective beneficiaries 
shall be entitled to receive monthly amounts as defined in the individual agreements. 

The liability as shown in the accompanying balance sheets represents the amortized portion of the estimated 
present value (including interest thereon) of current and future amounts payable under the various agreements The 
liability is being amortized over a ten-year period. The i.namortized prior service liability at December 31, 1968 and 
June 30. 1969 was $945,714 and $878,324, respectively. 

The costs applicable to the employment agreements charged to operations were. 

Year ended December 31: 

1966 . 

1967 . 

1968 

Nine months ended June 30, 1969 

(4) Settlement Wrrrt Foreion Reinsurers: 

Net payments of $187,500 in 1966 and $41,066 in 1967 were charged against income representing the company’s 

share of interim settlements between IFC (see note 2) and certain of its foreign reinsurers. 

Late in 1967 a final settlement was reached between IFC and these reinsurers. The amount paid to the company 
during the nine months ended June 30. 1968 as its share of the settlement (net of expenses) was $48,752 

(5) Federal Income Taxes: 

The company's Federal income tax returns have been examined by the Intelnal Revenue Service through the 
fiscal year ended October 31, 1967. 

Since 1964, the company has been filing a consolidated tax return with its subsidiaries. 

(6) Contingent Liabilities and Commitments: 

The company and its subsidiaries lease offices at various locations under agreements expiring in 1969 through 
1977. Aggregate annual rentals under these agreements are expected to approximate $339,000 in 1969. 

In 1969, the Company leased electronic data processing equipment for five years at an annual rental of approxi¬ 
mately $140,000. The lease is cancellable after one year. 

(7) Retirement Trust: 

The company has established a funded retirement plan designated as "Geo. F. Brown & Sons, Inc. Employees 
Retirement Plan" for eligible officers and employees. Contributions to the plan are calculated on the basis of 2091 
of net income and such additional amounts as the Board of Directors authorize. 

It is the present intention of the company that the contributions will be not less than 7'/i% of eligible employees 

salaries 

F - 4 ' ( 95 -) 


$ 64,832 
188,493 
188,222 
141,025 
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GEO. F. BROWN & SONS, INC. AND SUBSIDIARIES 
(Subsidiaries of Interstate National Corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Concluded) 

Contributions made by the company were: 

Year ended December 31: 

1966 

1967 

1968 

Nine months ended June 30, 1969 

(8) Bonuses: 

Bonuses have been paid to certain of its officers in amounts determined by an agreement. These bonuses (but 
not other employees) were discontinued on October 31, 1968. The amount of bonuses charged to operations for the 
years ended December 31, 1964, 1965, 1966, 1967 and 1968 and nine months ended June 30, 1968 and 1969 were 
5294,891, $271,540. $271,120, $289,711, $278,984, $246,579 and $27,898. respectively. 

(9) Supplementary Information to Consolidated Statement of Income: 


The following items of expense have been charged to operating expenses during the three years and nine months 
ended June 30, 1969: 



Year ended December 31, 

Nine months 
ended 
June 30, 


1966 

1967 

1968 

1969 


— 


— 


Maintenance and repairs 

$ 36,873 

$ 47,122 

$ 14,014 

$ 40.367 

Depreciation and amortization of furniture, equipment and 
improvements . 

$138,479 

$108,743 

$ 68,067 

$ 45,524 

Taxes other than Federal income taxes: 

Payroll . 

$107,228 

$125,831 

$137,299 

$112,935 

Other . 

$ 12,792 

$ 20,744 

$ 8,772 

$ 5,061 

Rents . . 

$317,598 

$328,479 

$366,631 

$280,826 


Generally, depreciation or amortization is computed on the straight line basis over a period of up to ten years 
for furniture, data processing equipment and automobiles and over the life of the lease for leasehold improvements. 

(10) General: 

Geo F. Brown & Sons, Inc. became a wholly-owned subsidiary of Interstate National Corporation on May 31, 
1969 through an exchange of stock. 


$254,166 

278,389 

279,879 

138,854 


7 
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OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Directors of 
Five-Dollar-A-Day Tours, Inc.: 

We have examined the balance sheet of Five-Dollar-a-Day Tours Inc. as of October 31, 1968 
and the related statements of earnings and retained earnings for the three years then ended (as restated 
in accordance with note 1 to the financial statements). Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion the abovementioned financial statements present fairly the financial position of 
the Company at October 31, 1968 and the results of its operations for the three years then ended, 
in conformity with generally accepted accounting principles applied on a consistent basis. 

Haskins & Sells 

Rochester, New York 
May 21, 1969 


F-43 
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THE FR0M1MER GROUP OF COMPANIES 

COMBINED BALANCE SHEET 

ASSETS 

October 31, 

1968 December 31, 

Flee - 1968 

Dollar-a- Other 

Day Toon, Frommer 

Inc. Companies 

Combined 

May 31,1969 

Frommer 
Group of 
Companies 
combined 

Current assets: 

Cash . 

(audited) 

$197,172 

$ 18,413 

(unaudited) 

$ 215,585 

$ 191,136 

Certificates of deppsit ... i v.... 

153,600 

— 

153,600 

802,123 

Loan receivable ~~ ^ 

— 

2,500 

2,500 

23,583 

Accounts receivable, less allowance for cancella¬ 
tions—Five-Dollar-A-Day-Tours, Inc. of $15,600 
($108,000 at May 31, 1969) 

275.248 

161,310 

436,558 

1,271,046 

Other receivables 

25,008 

4,809 

29,817 

26,523 

Marketable securities, at cost (quoted market value 
of $3,700) 

5,594 

— 

5,594 

5.594 

Prepaid expenses: 

Hotels, sightseeing, etc. 

79,867 

— 

79,867 

13.048 

Rent . 

27,610 

— 

27,610 

21,068 

Other 

1,663 

429 

2,092 

— 

Total prepaid expenses 

109,140 

429 

109,569 

34.116 

Inventories of publications 

— 

134,572 

134,572 

96.384 

Other current assets 

— 

7,800 

7,800 

8,766 

Total current assets 

765,762 

329.833 

1,095,595 

2,459,271 

Investments, at cost (note 5) 

4,282 

945 

5,227 

31,458 

Property, at cost (note 3): 

Furniture and frlures 

44.273 

10,259 

54,532 

69,943 

Leasehold improvements 

13,896 

973 

14,869 

21,694 


58,169 

11,232 

69,401 

91,637 

Less accumulated depreciation and amortization 

16,350 

5,515 

21,865 

28,900 

Net property 

41,819 

5,717 

47,536 

62,737 

investment in and advances to foreign subsidiaries 

(note 2) 

20,000 

— 

20,000 

108,520 


$831,863 

$336,495 

$1,168,358 

$2,661. 86 


See accompanying notes to combined financial statements. 
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THE FROMMER CROUP OF COMPANIES 

COMBINED BALANCE SHEET 


LIABILITIES AND STOCKHOLDERS’ EQUITY 



October 31, 
1968 

Five 

Dollar-a- 
Day Tour*, 
Inc. 

December 31, 
1968 

Other 

Frornmer 

Companies 

Combined 

May 31, 1969 

Frornmer 
Group of 
Companies 
combined 


(audited) 


(unaudited) 


Current liabilities: 

Notes payable —. 

Accounts payable and accrued direct cost of tours 

t 

$ 14,019 

5 14.019 

$ 45,113 

655,886 

196,313 

852,199 

2,105,210 

Accrued payroll .. 

4,0)0 

— 

4,030 

— 

Accrued payroll taxes . 

3,698 

— 

3,698 

7,858 

Accrued taxes on income . 

Accrued profit-sharing plan contribution 

50,725 

4,740 

5,621 

56,346 

102,007 


4,740 

— 

Tenant deposits 

5,267 

724,346 


5,267 

5,267 

215,953 

940,299 

2,265,455 

Stockholder*' equity: 

Capital stock, no par value. Authorized 200 shares; 
issued 100 shares 

Capital stock of other Frornmer Companies 

100 

3,551 

100 

3,551 

100 

3.551 

Retained earning* .. 

107,417 

116,991 

224,408 

392,880 

Total stockholders' equity 

107,517 

120,542 

a* 

228,059 

396,531 


$831,863 

5336,495 

$1,168,358 

$2,661,986 


See accompanying note* to combined financial statement*. 


( 99 ) 


F-45 










Y/oo) 



THE FROMMER GROUP OF COMPANIES 

COMBINED STATEMENT OF RETAINED EARNINGS 



1966 


1967 


1966 



1 audited > 

< unaadltrd) 

< aadltrd) 

4 iRaadllcd) 

4 audited ) 

4 anaai 

Ailed 1 

4 anaadlled ) 

Fife 

Dallar-a* 

Da? T•iar*, 

Inc. 

Other 

Fra mmer 

Cumpanlua Cam Wined 

Flee 

Dallae-a* 

Day Teari, 
Ine. 

Other 

F rammer 

Camp an lea Cam Wined 

Fire 

Dallar-a- 
Day Taira, 
lac. 

Other 

Frammer 

Cam panic* 

Cam Wined 

Nina Manthe 
ended 
May SI, 
1969 


Balance at beginning of period: 

As previously reported. 

$23,619 

$20,792 

$44,411 

$36,800 

$ 47,909 

$ 84,709 

$ 55,396 

$103,584 

$158,980 

$224,408 

Adjustment to prior years 
earnings due to change in 
accounting method (note 1) 




1.443 


1.443 

4.806 


4,806 

. 

Balance at beginning of period as 
restated . 

$23,619 

$20,792 

$44,411 

$38,243 

$ 47,909 

$ 86,152 

60,202 

103,584 

163,786 

224.408 

Add: 

Net earnings for period 

14,624 

27,117 

41,741 

21,959 

55,675 

77,634 

47,215 

13,407 

60,622 

105,638 

Loss from operations dupli¬ 
cated in two periods 

_ 


__ 

__ 

... 

_ 

— 

— 

— 

62,834 

Balance at end of period 

$38,243 

47,909 

86,132 

60,202 

103,584 

163.786 

107,417 

116,991 

224.408 

392.880 


See accompanying notes to combined financial statements. 
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THF. FROMMFR CROUP OF COMPANIES 
NOTES TO FINANCIAL STATEMENTS 
October 31, 1968 and May 31, 1969 (unaudited) 

Non s Pt h MP'-iM-. Tc F'vi Don vrs-A-Dvs Tours, Inc.: 

(1) effective with the year ended October 31, 1968 the company changed its method of recognizing revenue from 
tour hookings It is the company's policy to prepare a customer invoice when all arrangements for a tour have been 
made and the required customer deposit has been rec<-i 'd. In prior years such invoices were included in revenue as of 
the departure date of the tour. Under the revised method, invoices are included in revenue as of the date they are pre¬ 
pared and sent to the customer. In connection with this revised method, the company accrues the estimated direct 
costs, such as hotel, sight seeing, etc., related to the tours that have not yet departed. 

Statements of earnings of the three years ended October 31, 1968 have been restated to effect this change, with a 
corresponding increase in net earnings of approximately $1,400, $3,400 and $12,000 respectively. 

(2) At October 31, 1968 the company entered into an agreement to nurchase 50% of the common stock of a 
Netherlands corporation for $40,000, of which $'0,000 had been invested at that time and the remaining $20,000 was 
invested in December 1968. Under the terms of the agreement, the stock is subject to certain restrictions as to its resale 
The company and the other 50% owner are contingently liable as guarantors for approximately $150,000 of bank loans 
of the Netherlands corporation. Subsequent to October 31, 1968 the company purchased all the outstanding stock of 
two other foreign subsidiaries. The net earnings of these companies since date of purchase to May 31, 1969 are 
insignificant and are not included in the accompanying financial statements. 

(3) Depreciation of furniture and equipment is computed on the declining-balance method. Amortization of 
leasehold improvements is based on the life of the lease. 

(4) The 1968 Federal income Sax has been reduced by investment credit of $4,528 allowed on purchases of 
furniture and equipment made during 'I at year. 

(5) The company occupies space under terms of leases expiring in 1978 requiring annual payment of $27,700 
as of October 31, 1968 and $59,100 as of May 31, 1969 over the remaining term of the lease. The company also leases 
space under terms of leases expiring in 1971 requiring payment of $93,931 over the remaining term of the leases. The 
company subleases this latter space for the same periods as the original leases and for essentially the same amounts. 
Investments having an original cost of $4,282 are held by the landlord as a security deposit, in accordance with the 
terms of one of the leases. 

(6) The .ompany has a profit-sharing plan which provides retirement income benefits to substantially all full-time 
employees who have at least one year of service as of November 1st of each year beginning in 1967. The expense of 
this plan was $4,740 for 1968 and $3,900 for the nine months ended May 31, 1969. 

Norrs Pirisinino To Five Doll ars-A Day Tours. Inc. and Other Frommer Companies: 

(7) Supplemental Profit and Loss Informs.ion: 


Flea 

Dollar- 1 - Other 


1964 

Day Tonrs, 
Inc. 

Frommer 

Companies 

(unandited) 

Combined 

total 

Maintenance and repairs 

— 

— 

— 

Depreciation and amortization of property 

Taxes other than income taxes: 

$ 1.300 

$ 27 

$ 1,327 

Payroll 

1,332 

1,144 

2,476 

Other 

2,197 

2,850 

5,047 

Total taxes 

3,529 

3,994 

7,523 

Kents 

1965: 

3.960 

2,624 

6,584 

Maintenance and repairs 

— 

— 

— 

Depreciation and amortization of property 

Taxes other than income taxes: 

3,338 

469 

3,807 

Payroll 

4,515 

1,836 

6,35* 

Other 

2.505 

4,773 

7,278 

Total taxes 

7,020 

6,609 

13.629 

Rents 

11,853 

2,297 

14.150 


F 7 loh 
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THE FROMMER CROUP OF COMPANIES 


NOTES TO FINANCIAL STATEMENTS (Conlinucd) 


1966: 

Five 

Dollar-a- 
Day Tours, 
Inc. 

Other 

Frommer Combined 
Companies total 

(unaudited) 

Maintenance and repairs 

— 

— 

— 

Depreciation and amortization of property 

Taxes other than income taxes: 

$ 3.945 

$ 706 

S 4,651 

Payroll 

11,755 

2,685 

14,440 

Other 

3,091 

5,999 

9,090 

Total taxes 

14.846 

8,684 

23,530 

Rents 

17.695 

4,669 

22.364 

1967: 

Maintenance and repairs 

— 

— 

— 

Depreciation and amortization of property 

Taxes other than income taxes: 

2,631 

1,142 

3.773 

Payroll 

13.759 

2.582 

16.341 

Other 

5,621 

6.867 

12,488 

Total taxes 

19,380 

9,449 

28,829 

Rents 

60.956 

10,303 

71,259 

1968 

Maintenance and repairs . 

. . 

— 

— 

Depreciation and amortization of property 

Taxes other than income taxes: 

7.356 

2,120 

9,476 

Payroll 

23,408 

4.615 

28,023 

Other . 

13,432 

8.591 

22.023 

Total taxes 

36.840 

13,206 

50,046 

Rents . 

62,473 

8,892 

71,365 

Nine months ended May 31, 1968 (unaudited): 

Maintenance and repairs 

. . 

— 

— 

Depreciation and amortization of property 

Taxes other than income taxes: 

2,100 

1,499 

3,599 

Payroll 

8,976 

4,533 

13.509 

Other .... . 

2,296 

3,639 

5,935 

Total taxes 

11,272 

8,172 

19.444 

Rents . 

33,677 

4,911 

38,588 


Nine months ended May 3!, 1969 (unaudited): 
Maintenance and repaint 


Depreciation and amortization of property 

Taxes other than income taxes: 

. 5,600 

1,430 

7,030 

Payroll 


15,312 

4,177 

19,489 

Other 


7,000 

16,202 

23.202 


Total taxes 

. 22,312 

20,379 

42,691 

Rents 

There were no management or 

43,673 

service contract fees. 

7,702 

51,375 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

Officers and Directors 
Mar-Clay Mills, Inc. 

Milford, Delaware: 

We have examined the balance sheets of Mar-Gay Mills, Inc. as at May 31, 1968 and May 31, 1969 
and the statements of income (loss) and retained earnings of Mar-Clay Mills, Inc. for the two years 
ended May 31, 1968. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. It was not practicable for us to verify the physical 
inventories at May 31, 1967 and May 31, 1968 because the date of our engagement was April 1. 1969; 
however, we were able to satisfy ourselves that these inventories arc fairly stated by means of other auditing 
procedures. 

In our opinion, the financial statements referred to above present fairly the financial position of 
Mar Clay Mills, Inc. at May 31, 1968 and May 31, 1969, and the results of its operations for the two 
years ended May 31, 1968, all in conformity with generally accepted accounting principles applied on 

f •'/. 'Ik 

Laventhol Krekstein Horwath & Horwath 

Philadelphia, Pa. 

July 3. 1969 


it LUI1MMUU Dcni3. 
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M\R-CI.AY Min s, INC. 

balance sheet 

ASSETS 


May 31, May 31, 

1968 1969 


Current assets: 

A^unts receivable, trade (includes $410,902 with factor at May 31, 1969) 

Otlicr teccivables . 

Inventories, at lower of cost or market (note 1) 

Prepaid expenses (note 2) . 

Total current assets... 


Property, plant and equipment, at cost (notes 2 and 5): 

I and . 

Building ... 

Building improvements . 

Machinery and equipment. 

Furniture and fixtures 
Automotive equipment 
Construction in progress 



Less accumulated depreciation 


$ 159,635 
9,862 

149,356 

16,616 

335,469 


20,000 

285,173 

725.431 

10,212 

13,782 


1,054,598 

262,674 

~791,924 


$ 38,702 

416,773 
7,206 
244,844 
20,934 

728,459 


20,000 

290,295 

27,297 

962,824 

10,916 

25,638 

1,771 

L338.741 

352,590 

986,151 


Other assets: 

Loans receivable, officers 

Deferred interest . 

Deferred taxes on income 

Deferred mortgage costs. 

Mortgage security deposit (note 2) •• _ 

Non operating machinery, at scrap value (note 2) 


37,103 

38,020 

5,298 

— 

_ 

2,833 

17,003 

16,688 

92,638 

92,638 

10,000 

10,000 

162,042 

160,179 

$1,289,435 

$1,874,789" 


LIABILITIES AND SHAREHOLDERS- EQUITY (DEFIC1EN 

Current liabilities: . $ 

Advances from factor (note 1).._. 

Current portion of long-term debt (note. 2) 

Accounts payable, trade . 

Payroll and other taxes payable . . 

Accrued payroll and other expenses . 

Federal and state taxes on income .. _ 

Total current liabilities . . 

1 ong term debt, less current portion (note 2) 

L'namortiied mortgage financing premium (note 2) 

Contingent liability (note 4) 

*^^ 35 .'!^’’--- *.«. *.— - ~— *°° 

shares . 

Additional paid-in capital .. 

Retained earnings (deficit) .. . 


C Y ) 


71,739 

$ — 

71,778 

161,418 

65,626 

88,465 

4,684 

5,054 

27,848 

49,479 

900 

53,247 

242,575 

357,663 

1,056,031 

1.108,190 

58,218 

57,157 

80,000 

80,000 

109,085 

109,085 

(256,474) 

162,694 

(67,389) 

351.779 

$1,289,435 

$1,874,789 


See notes to financial statements. 
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MAR-CLAY MILLS, INC. 


STATEMENT OF RETAINED EARNINGS 


Year ended May 31,_ 

1966 1967 1968 


Balance, (deficit), at beginning of period 
Add net income for the period, June 1 through August 31. 
1968 

Net income (loss) for the period 

Balance retained earnings (deficit), at end of period 


(unaudited) 

$ (59,011) 


(200,607) 

’$(259,618) 


(audited) 

$(259,618) 


(217,515) 

$(477,135) 


(audited) 

$(477,133) 


220,659 

’$(156,474) 


Nine months 
ended 
May 31, 
1969 

(unaudited) 

$(256,474) 

64,819 

354,349 

$ 162,694 


See notes to financial statements. 
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MAR-CLAY MILLS, INC. 

NOTES TO FINANCIAL STATEMENTS 

Years ended May 31, 1968 and 1969 

(1) Inventories are pledged as collateral for advances from factor. 

Inventories used in the computation of cost of sales were as follows: 








Raw Materials 





F'inlshed 

Work in 

and 




Total 

Goods 

Progress 

Supplies 

May 

31, 

1964 

$251,905 

$94,705 

$78,287 

$78,913 

May 

31. 

1965 

143,293 

26,780 

61,365 

55,148 

May 

31. 

1966 

131,419 

30,340 

56,788 

44,291 

May 

31. 

1967 

95,208 

22,523 

35,304 

37,381 

May 

31, 

1968 

149.356 

46,646 

15,980 

86.730 

May 

31, 

1969 

244,844 

154,047 

21,774 

69,023 


Inventories are priced at lower of cost or market with cost determined on the first in-first out basis. 


(2) Long term debt is summarized as follows: 

May 31. 19611 May 31, 1969 





Due 


Due 





Due 

within 

Due after 

within 

Due after 

Final 


Rate 

date 

one year 

one year 

one year 

one year 

maturity 

Equipment notes(A) , 

6-10% 

1971 

$56,068 

$ 212,095 

$112,448 

$ 315.965 

1972 

Mortgage! B) 

314-6% 

1990 

10,450 

839,550 

42,079 

792,225 

1990 

Insurance financing note (A) 

6% 

1970 

5,260 

4,386 

6,891 

— 

1970 




$71,778 

$1,056,031 

$161,418 

$1,108,190 


(A) Machinery and equipment 

which cost 

$377,014 

and $600,499 at May 31, 

1968 and 

1969, respectively, and 


the unexpired insurance premiums of $9,518 are pledged as collateral for the various notes payable. 

(B) Collateral for the foregoing mortgage is as follows: 

May 31. 1968 May 31. 1969 


Land . .. 

Cost 

$ 20,000 

Cost 

$ 20,000 

Building . 

285,173 

290,295 

Building improvements 

— 

27.297 

Machinery and equipment 

220,559 

220,559 

Machinery and equipment, in warehouse, at scrap value; original 
cost $304,043 . 

10,000 

10.000 

Mortgage security deposit, interest bearing 

92.638 

92.638 


$628,370 

$660,789 


The original amount of the mortgage of $850,000 plus a financing premium of $58,218 was obtained from the 
proceeds of a bond issue underwritten by the Milford Industrial Development Corporation Number One on October 21, 
1965. The financing premium is being amortized over the life of the mortgage. 

The annual principal payments for the five years subsequent to May 31, 1969 are $42,079, $57,033, $59,770, 
$64,253 and $66,178. 

(3) Extraordinary item: No Federal income tax was payable for the year ended May 31, 1968 due to the utilization 
of net operating loss carryforwards. The extraordinary item for the year ended May 31, 1969 is a result of the utiliza¬ 
tion of all available net operating loss carryforwards and investment credit carryforwards amounting to tax benefits 
of $ 132,144 and $46,844, respectively. 

(4) Federal income tax returns of the company are presently being examined by Internal Revenue Service for 

the years ended May 31, 1966, 1967 and 1968. It is the opinion of management that the adjustments, if any, will have 

no material effect on the financial condition of the company. 

(5) Depreciation and amortization policies: It is the policy of the company to provide for depreciation by straight- 
line and accelerated methods over the estimated useful lives of the respective classes of assets as follows: 

Building 40 years 

Machinery and equipment . 10 years 

Furniture and fixtures 10 years 

Automotive equipment 3 to 6 years 

Maintenance and repairs are charged to expense when incurred. Betterments and renewals are charged lo the 
asset accounts, which are relieved of the items renewed or replaced. Upon retirement or disposal of assets the cost 
and accumulated depreciation are eliminated from the asset and the allowance for depreciation and the related gain 
or loss is credited or charged to income. / \ 
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MAR-CLAY MILLS, INC. 

NOTES TO FINANCIAL STATEMENTS—(Continued) 

(6) Supplementary Profit and loss Information 


Rents 

Year ended May 31. lvt>5 (unaudited): 
Maintenance and repairs 
Depreciation and amortization 
Taxes other than income taxes: 
Payroll 
Other 

Total taxes 


Rents 

Year ended May 31, 1966 (unaudited): 
Maintenance and repairs 
Depreciation and amortization 
Taxes other than income taxes: 

Payroll . 

Other . 

Total taxes 

Rents . 

Year ended May 31, 1967 (audited): 
Maintenance and repairs 
Depreciation and amortization 
Taxes other than income taxes: 

Payroll . 

Other . 


Charged Directly to Profit and Loss 


Total taxes . 

Rents .. 

Year ended May 31, 1968 (audited): 
Maintenance and repairs 
Depreciation and amortization 
Taxes other than income taxes: 

Payroll . 

Other . 

Total taxes . 

Rents .. 

Nine months ended May 31, 1969 (unaudited): 
Maintenance and repairs 

Depreciation and amortization .. 

Taxes other than income taxes: 

Payroll . 

Other . 

Total taxes . 

Rents . 



Cost of Sales 

Other Expenses 

Total 

Year ended May 31, 1964 (unaudited): 

Maintenance and repairs 

$14,274 

$ — 

$14,274 

depreciation and amortization 

32,720 

3,42$ 

36,185 

Taxes other than income taxes: 

Payroll . 

11,701 

1,700 

13,401 

Other 

— 

254 

254 

Total taxes 

$11,701 

$ 1,954 

$13,655 


$ — 

$ $.853 

$ 5.853 

$19,875 

$ — 

$19,875 

42,267 

3,094 

45,361 

11,387 

1,800 

13,187 

— 

165 

165 

$11,387 

$ 1,96$ 

$13,352 

$ — 

$ 7,300 

$ 7,300 

$23,287 

$ — 

$23,287 

44,484 

3,191 

47,675 

10,749 

1,000 

11,749 

— 

936 

936 

$10,749 

$ 1.936 

$12,685 

$ — 

$ 8.825 

$ 8,82$ 

$32,733 

$ — 

$32,733 

73,858 

3,204 

77,062 

18,279 

2,500 

20,779 

— 

1,493 

1,493 

$18,279 

$ 3,993 

$22,272 

$ — 

$30,843 

$30,843 

$42,741 

$ — 

$42,741 

75,119 

3,996 

79,115 

27,225 

4,000 

31,225 

— 

3,006 

3,006 

$27,225 

$ 7,006 

$34,231 

$ — 

$ 3,241 

$ 3,241 

$31,250 

$ — 

$31,250 

69,362 

4,723 

74,085 

6,350 

9,866 

16,216 

— 

965 

965 

$ 6,350 

$10,831 

$17,181 

- 

$ 9,615 

$ 9.615 


There were no management or service contract fees. 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


To the Stockholders and Boards of Directors 
of the Mailbag Group of Companies 
(except Dufftor Holding, Limited): 

We have examined the combined balance sheet of the Mailbag Group of Companies (except Dufftor 
Holding, Limited) as of December 31, 1968 and the statement of earnings and retained earnings for the 
three years then ended. Our examination was made in accordance with generally accepted auditing 
standards and included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, the statements mentioned, together with the accompanying notes, present fairly the 
financial position of the Mailbag Group of Companies (except Dufftor Holding, Limited) at December 
31. 1968 and the results of its operations for the threg years then ended in conformity with generally 


accepted accounting principles applied on a basis con 



Cc 


New York, N. Y. 
August 5, 1969 
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MAILBAG GROUP OF COMPANIES 

COMBINED BALANCE SHEET 
ASSETS 


May 31, 

December 31, 1968 _1969 


(audited) 


(unaudited) 


Mailbag 




Group 




combined 

Dufflor 



except 

Holding 

Combined 

Combined 

Dufftor 

Limited 

balance 

balance 


Current assets: 

Cash . 

$137,888 

728 

138,616 

346,296 

Marketable securities, at cost which approximates market 

398 

— 

398 

398 

Accounts receivable—trade, less allowance for doubtful accounts 

of SI,940 

426,452 

— 

426,452 

374.956 

Other receivables . 

6,811 

— 

6,811 

28,264 

Prepaid expenses 

5,990 

— 

5,990 

19,630 

Due from shareholder .. 

— 

2,565 

2,565 

23,261 

Total current assets. 

577,539 

3,293 

580,832 

792,805 

investment in nnn-consolidated foreien subsidiary 

- 

60,000 

60.000 

60,000 

Furniture, fixtures, equipment and leasehold improvements, at cost 
(note 5): 

Furniture and fixtures .. 

8,344 

— 

8,344 

8,504 

Office equipment . 

3,712 

— 

3,712 

5,781 

Automobile . . 

4,841 

— 

4.841 

4,841 

Leasehold improvements 

2,898 

— 

2,898 

2,898 


19,795 

— 

19,795 

22,024 

Less accumulated depreciation and amortization . 

6,012 

— 

6,012 

6,012 

Net furniture, fixtures, equipment and leasehold 

improvements 

13,783 

— 

13,783 

16,012 

Other assets: 

Cash surrender value of officers’ life insurance (note 2) . 

10,196 

— 

10,196 

10,196 

Deposits .. . 

925 

— 

925 

825 

Miscellaneous . 

5, ,77 

— 

5,677 

5,677 

Total other assets . 

16,798 

— 

16,798 

16,698 


$608,120 

63,293 

671,413 

885,515 


See accompanying notes to combined financial statements. 
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MAILBAG GROUP OF COMPANIES 
COMBINED BALANCE SHEET 

LIABILITIES AND STOCKHOLDERS’ EQUITY 

Mav 31, 

December 31, 1968 1969 



(audited) 

Mailbag 


(unaudited) 



Group 

combined 

except 

DufTtor 

Holding 

Combined 

Combined 


DufTtor 

Limited 

balance 

balance 

Current liabilities: 

Notes payable to bank . 

$ 50,000 


50.000 

— 

Accounts payable—trade 

212,186 

— 

212,186 

194,713 

Due to affiliated companies (Note 1) 

67,841 

— 

67,841 

— 

Accrued expenses . .. 

5,000 

256 

5,256 

176,430 

Customer advances 

— 

— 

— 

21,952 

Profit-sharing payable 

32,644 

— 

32,644 

— 

Pension fund payable (note 3) 

23,426 

— 

23,426 

— 

Federal and state income taxes (note 4) 

955 

— 

955 

149,747 

Deferred Federal and state income taxes 

67,077 

— 

67,077 

— 

Total current liabilities 

459,129 

256 

459,385 

542,842 

Stockholders’ equity: 





Preferred stock—SI par value. 3C i non-cumulative. non-voting. 
Authorized 40,000 shares; issued and outstanding 22,100 shares 

__ 

_ 

— 

22,100 

Common stock ... . . 

2,600 

4 

2,604 

2,800 

Additional paid-in capital . 

24,900 

— 

24,900 

24.900 

Retained earnings 

121,491 

63,033 

184,524 

292,873 

Total stockholders' equity 

148,991 

63,037 

212,028 

342,673 


Contingent liability (note 4) 


$608,120 63,293 671,413 885,513 

Sec accompanying notes to combined financial statements. 
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MAILBAG OUfK OF COMPANIES 


COMBINED STATEMENT OF RETAINED EARNINGS N1n# 

Year ended December 31,____ month* 



- — - ■ - 


1967 



1968 


ended 
May 31, 
1969 


(audited) 

1966 

Combined 
(Note A) 

(audited) 
Mailbag 
Group 
except 
DufTtor 

(unaudited) 

(audited) 

Mailbag 

Croup 

except 

DufTtor 

(unaudited) 


DufTtor 

Molding 

limited 

Combined 

DufTtor 

Holding 

Limited 

Combined 

(unaudited) 

Combined 

Balance at beginning of period 

S27.77I 

$ 44,687 

— 

$ 44,687 

$145,182 

$67,686 

$212,868 

$184,524 

Net earnings (loss) for period 

26,916 

100,495 

$67,686 

168,181 

(23,691) 

(4,653) 

(28,344) 

155,978 


54,687 

145,182 

67,686 

212,868 

121,491 

63,033 

184,524 

340,502 

Excess of purchase price of 
treasury stock over capital 

contributed therefore 

(10,000) 

— 







Earnings duplicated in periods 

shown 

— 

— 

— 

— 





Balance at end of period 

$44,687 

$145,182 

$67,686 

$212,868 

$121,491 

$63,033 

$184,524 

$292,873 


Notes: 

(A) DufTtor Molding, Limited organized in 1967 and included from date of incorporation. 

(B) See accompanying notes to combined financial statements. 
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THE MAILBAG GROUP OF COMPANIES 

ft 

notes to combined financial statements 

(Unaudited as to DufTtor Holding, Limited) 

(1) Presentation 

The combined financial statements include the accounts of the following companies whose fiscal year ends on 
December 31, except for Mil Service, Inc. whose fiscal year ends September 30. 

Mailbag International, Inc. 

Mil Services, Inc. 

Youth Marketing, Inc. 

Dufftor Holding, Limited 

(2) Officers’ Life Insurance 

In 1967 Mailbag International Inc. insured two key officer employees for $150,000 each and had fully expensed the 
premium payments. In 1968 the company had capitalized the cash surrender value of these policies which amount to 
$10,196. The portion of this value applicable to 1967 insurance payments is $2,718. 

(3) Pension Plan 

In 1968 Mailbag International Inc. put into effect a pension plan covering substantially all of its employees. It is 
the company’s policy to fund pension costs accrued. There were no vested benefits as of December 31. 1968 The 
total pension cost for the year was $23,426. 

(4) Contingencies 

(a) The Federal income tax returns of Mailbag International Inc. for the years 1965 and 1966 are under examma- 
tion by the Internal Revenue Service. The examination is currently in progress and the Government has not formally 
presented its determinations to the company. It is difficult to assess at this time the issues the Government intends to 
drop and which it intends to pursue. 

If all of the issues now being raised informally are pursued by the Government, and if they all are ultimately 
resolved in its favor, the result would be an assessment to the company of approximately $50,000 of additional taxes 
and interest for the years 1965 through 1968. 

The corporation's Federal income tax return for years prior to 1965 (which included the principal items under 
review in the current examination) have been examined by the Internal Revenue Service and have been accepted as filed 

(b) The company is the defendant in a court action brought by Modern College Boards Schools, Incorporated 
in the amount of $51 300. It is the opinion of the Company’s counsel that the ultimate payment under this action 
should not exceed $5,000. This amount, $5,000. has been reflected as accrued expenses in the current liability section 
of the accompanying balance sheet. 

(5) Property, Plant and Equipment, Depreciation and Amortization 

Depreciation and amortization have been computed by the straight line method over the following estimated useful 

llVM: Furniture and fixture* 10 year*. 

Office equipment '0 year*. 

Automotive equipment 3 years. 

Leasehold improvements 106 months to April 30, 1976. 

Maintenance and repairs are charged to expense when incurred Betterments and renewals are charged to the 
asset accounts v -,.ch are relieved of the items renewed or replaced Upon retirement or disposal of assets the cost 
and accumulated depreciation are eliminated from the asset and the allowance for depreciation and the related gam 
or loss is credited or charged to income. 


(6) Sl'PPLEMENTARV PROFIT AND LOSS INFORMATION 

1964 

Year ended December 31, 

1965 1966 1967 

1968 

Nine months 
ended 

Mav 31, 1969 

Maintenance and repairs 

(unaudited) 

$ — $ 234 

" 

*> 

00 

(audited) 

$ ~L893 

S 663 

(unaudited) 

$ 473 

Depreciation and amortization 

— 

475 

558 

2,811 

4,254 

2,700 

Taxes other than income taxes: 

Payroll 

586 

2,164 

2,347 

4.524 

5,238 

5,065 

Other 

500 

1,863 

558 

606 

759 

561 

Total taxes 

1,086 

4,027 

2,905 

5,130 

5,997 

5,626 

Rents 

726 

4,479 

5,633 

13,359 

18,323 

13.953 

Management and service contract fees 

$35,499 

$70,447 

$51,689 

$30,417 

$30,000 

$42,500 
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SCHEDULE A 

ARTICLES OF AMENDMENT 

TO THE 

ARTICLES OF INCORPORATION 


To: Inc Recorder of Deeds, D. C. 

Washington, D. C. 

Pursuant to the provisions of Title 29-923 of the District of Columbia Code of Laws, the under¬ 
signed Corporation adopts the following Articles of Amendment to its Articles of Incorporation: 

First: The name of the Corporation is National Student Marketing Corporation. 


Second: The following amendment of Article Fourth of the Articles of Incorporation, replacing 
the present Article Fourth in its entirety, was adopted by the shareholders of the Corporation on 
September , 1969 in the manner prescribed by the District of Columbia Code of Laws. 

“Article Fourth: The aggregate number of shares which the Corporation is authorized 
to issue is 7,500,000, $.01 par value, all of one class of Common Stock ” 


Third: The number of shares of the Corporation outstanding at the time of such adoption was 
, and the number of shares entitled to vote thereon was 


Fourth: The number of shares voted for such amendment was 
of shares voted against »uch amendment was 


, and the number 


Fifth: The manner in which the adjustment in par value of the issued shares shall be effected 
is as follows: 

Each share of the Corporation’s Common Stock, par value $.025 per share, issued nd 
outstanding immediately prior to the close of business on the effective date of the Articles of 
Amendment amending Article Fourth shall automatically be converted into one share of Commoi 
Stock, par value $.01 per share. 


Date: September , 1969 


National Student Marketing Corporation 


By .... 

Cortes W. Randell, President 

(Corporate Seal) 

Attest: 


John Glandon Davies, Secretary 


[VERIFICATION] 

0'S) 
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SCHEDULE B 

NATIONAL STUDENT MARKETING CORPORATION 
Employees’ Qualified Stock Option Plan (1969) 

I. Establishment of tul Plan. 

National Student Marketing Corporation (hereinafter called “the Company”) hereby estab¬ 
lishes an Employees’ Qualified Stock Option Plan (1969) (hereinafter called “the Plan”) upon the 
terms and conditions hereinafter stated. 

II. Purposes of the Plan. 

The purposes of the Plan are: (1) to provide incentives to those key employees of the Company 
uho will promote the growth and success of the Company, by encouraging them to obtain a proprietary 
interest in the Company and to remain in the employ of the Company, and (2) to assist the Company 
in recruiting able personnel. 

III. Definitions. 

(a) “Capital Stock” means shares of the Common Stock ($.025 par value) of the Company. 

(b) Board” means the Board of Directors of the Company. 

(c) “Committee” means the Committee of the Board constituted as provided in Article IV hereof. 

(d) “Option” and “Options” mean a right or rights granted to purchase Capital Stock under the 

Plan. 

(e) “Grantee” means an individual to whom an Option is granted under the Plan. 

(f) “Subsidiary Company” means a subsidiary of the Company which meets the definition of a 
“subsidiary corporation" in Section 425(f) of the Internal Revenue Code. References in the Plan to 
“employees of the Company” include employees of a Subsidiary Company. 

IV. Administration of the Plan. 

The Plan shall be administered by a Stock Option Plan Committee of three members of the Board 
who shall be appointed by the Board and who shall not be eligible to participate in the Plan, two 
members of the Committee shall constitute a quorum for the transaction of any business which may come 
before the Committee. The Committee shall be responsible to the Board for the operation of the Plan 
and shall make recommendations, from time to time, to the Board with respect to participation in the 
Plan by employees of the Company and the extent of such participa*ion. The interpretation and con¬ 
struction by the Committee of any provisions of the Plan or of any Option granted hereunder shall be 
final unless otherwise determined by the Board. No member of the Board or of the Committee shall be 
liable for any action or determination made by him in good faith. 

V. Eligibility. 

The individuals to whom Options may be granted shall be key employees of the Company (including 
employees who are directors or officers). No Options shall be granted to an employee of the Company 
who would be ineligible to receive a qualified stock option by reason of the provisions of Section 
422(b)(7) of the Internal Revenue Code of 1954 (relating to stock ownership), and no Options shall 
be granted to any person who is not an office' or a full-time salaried employee of the Company. 

(i !&) 
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VI. Capital Stock Subject To Option. 

The aggregate number of shares of Capital Stock which may be issued pursuant to Options granted 
under the Plan shall not exceed 100,000 shares, which may be treasury shares or authorized but umssued 
shares, and which number of shares is subject to adjustment as hereinafter provided in Article \. The 
Board shall have full authority to direct the proper officers of the Company to issue or transfer shares 
of the Company’s Capital Stock pursuant to the exercise of an Option granted under the Plan. If an 
Option as to any shares is surrendered before exercise, or shall expire or terminate for any reason without 
having been exercised in full, or for any other reason ceases to be exercisable, the number of unpurchased 
shares covered thereby shall, unless the Plan shall have been terminated, become available for the 
granting of Options under the Plan within the aggregate maximum stated above. 

VII. Designation of Grantees. 

The Board, upon recommendation of the Committee, shall determine from time to time which of 
those eligible employees will be granted Options under the Plan and the number of shares of Capital 
Stock which may be purchased under each Option. In making such recommendations there shall be 
taken into account the duties and responsibilities of each respective individual, his present and potential 
contributions to the growth and success of the Company, and such other factors as the Committee shall 
deem relevant to accomplishing the purposes of the Plan. The Board shall not be precluded from grant¬ 
ing an Option to any eligible individual solely because such individual may previously have been granted 
an Option under the Plan or under any previous stock option plan. 

VIII. Terms of the Option. 

Each Option granted under the Plan shall be on the following terms and conditions: 

A. Number of Shares and Option Price. 

Each Option granted pursuant to the Plan shall state the total number of shares of Capital 
Stock to which it pertains. The purchase price shall be one hundred percent (100%) of the 
fair market value of the Capital Stock of the Company at the time such Option is granted or such 
higher price as the Committee may establish as to any or all shares subject to the Option. 

B. Duration of Option. 

No Option shall be exercisable after the expiration of five years from the date it is granted or 
such shorter period as the Committee may establish as to any or all shares subject to any Option, and, 
except as provided in this Paragraph, shall terminate on the date on which the Grantee ceases to 
be employed by the Company. If the Grantee dies while in the employ of the Company and without 
having exercised in full any Option, the executors or administrators or the legatees or distributees 
of the Grantee’s estate shall have the right, during the three-month period following his death, 
to exercise such Option to the extent such deceased Grantee was entitled to exercise it on the 
date of his death but in no event shall any Option be exercisable more than five years from the 
date it was granted. 

C. Limitations on Exercise of Option. 

An Option may not be exercised to any extent during the two-year period commencing with the 
date on which it was granted. The Committee may provide for a period longer than two years 
before the Option may be exercised as to any or all shares of Capital Stock subject to the Option. 
An Option granted under the Plan may not be exercised while there is outstanding (within the 
meaning of Section 422(c)(2) of the Internal Revenue Code of 1954) any qualified stock option 
(within the meaning of Section 422(b) of the Internal Revenue Code of 1954) or any restricted 
stock option (within the meaning of Section 424(b) of the Internal Revenue Code of 1954) 
previously granted by the Company (or a predecessor corporation of 'he Company), to the same 
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Grantee, unless such outstanding qualified stock option or restricted stock option is an option 
to purchase stock which is of the same class as that covered by the later option, and the outstanding 
qualified stock option or restricted stock option is exercisable at a price which is the same as or 
lower than the option price of the later option. 

D. Nonassignability. 

Options shall not be transferable other than by will or by the laws of descent and distribution, 
and during a Grantee’s lifetime shall be exercisable only by such Grantee. 

E. Payment for Shares. 

Payment in full of the purchase price for the shares purchased pursuant to the exercise of any 
Option shall be made upon exercise of the Option. All shares sold under the Plan shall be fully 

paid and nonassessable. 

F. Manner oj Exercise 

The Option may be exercised at one time or from time to time, except that each partial exer¬ 
cise of an Option shall be for not less than 50 shares, or for all the remaining shares thereunder, 
whichever is the lesser. The procedures for exercise shall be set forth in the written option certificate 
provided for herein. 

G. Voting and Dividend Rights. 

No Grantee of an Option shall have any voting or dividend rights or any other rights of a 
stockholder in respect of any shares of Capital Stock covered by an Option prior to the time that 
his name is recorded on the Company’s stockholder ledger as the holder of record of such shares 
acquired pursuant to an exercise of an Option. 

H. Option to Repurchase; Right of First Refusal. 

In the event that the Grantee ceases for any reason to be an employee of the Company (including 
death), after such Grantee has exercised an Option to purchase all or any portion of the shares 
subject to the Option or in the event that the Grantee desires at any time to sell, transfer, encumber, 
or otherwise dispose of any shares of the Capital Stock of the Company purchased under the Plan, 
the Company shall have the prior right and option to repurchase such shares or any portion thereof 
at the stock’s then current fair market value, in such manner as shall be specified in the written 
option certificate provided for herein. In the event that the Grantee dies while in the employ of 
the Company and the executors or administrators or legatees or distributees of the Grantee s estate 
shall exercise an Option, in accordance with the provisions of the Plan, as to all or any portion of 
the shares subject to an Option, the Company shall have the prior right and option to repurchase 
such shares or any portion thereof at the stock’s then current fai. narket value in such manner 
as shall be specified in the written option certificate provided for herein. 

I. Representations and Warranties of Grantee. 

The Grantee (or the executors or administrators or legatees or distributees of the Grantees 
estate) purchasing shares pursuant to the exercise of an Option granted hereunder shall be required 
at the time of exercise of an Option to represent to the Company in form satisfactory to counsel 
to the Company that he is acquiring such shares for investment purposes and not with a view to their 
sale or distribution. 

The Grantee (or the executors or administrators or legatees or distributees of the Grantee's 
estate) shall be required to represent to the Company at the time of exercise of an Option that 
the stock purchased under this Plan shall not be assigned, transferred, pledged or hypothecated or 
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be subject to execution, attachment or similar process so as to interfere with the rights of the 
Company to repurchase such stock as provided in Paragraph II of Article VIII and in the written 
option certificate provided for herein. 

The proper officers of the Company shall execute and deliver written option certificates which 
shall contain such provisions as expressly provided herein and such additional provisions as the 
Committee in each instance shall deem appropriate and not inconsistent with any of the express pro¬ 
visions cf the Plan. 

IX. Endorsement on Certificates. 

All certificates for shares of Capital Stock purchased under this Plan shall be endorsed as follows 
(cither with or without additional explanatory endorsement): 

“The shares of stock represented by this certificate were sold to an employee under the 
terms of a stock option agreement between the employee and National Student Marketing 
Corpora i ion, and are subject to, and transferable only upon compliance with, the terms of such 
agreement, a copy of which is on file in the offices of National Student Marketing Cor¬ 
pora i ion at Washington, D. C. Upon request, and without charge, the Corporation will furnish 
to any shareholder a full statement of such agreement.” 

X. Effect of Change in Capital Stock Subject to the Plan. 

The aggregate number of shares of Capital Stock available for Option under the Plan, the shares 
subject to any Option, and the price per share, shall all be proportionately adjusted for any increase 
or decrease in the number of shares of Capital Stock issued subsequent to the effective date of the 
Plan, resulting from a subdivision or consolidation of shares or any other capital adjustment, the 
payment of a stock dividend, or other increase or decrease in such shares effected without receipt 
of consideration by the Company. 

XI. Amendment and Discontinuance. 

The Board may, by resolution, terminate, amend or revise the Plan with respect to any shares 
as to which Options have not been granted; provided, however, that no such action may be taken 
which would prevent Options issued under the Plan from being “qualified stock options within the 
meaning of the Internal Revenue Code of 1954, and, without approval by the affirmative vote of the 
holders of a majority of the outstanding shaies of the Capital Stock, no amendment shall change the 
maximum number of shares to be offered for sale under Options in the aggregate (except in accord¬ 
ance with provisions of Article X); reduce the Option price per share below the minimum price set 
forth in Article VIII (except in accordance with provisions of Article X); change the class of employees 
eligible to participate; or extend the term of the Plan. The Board may not, without the consent of 
the holder of an Option, alter or impair any Option previously granted under the Plan except as 
authorized herein. Unless sooner terminated, this Plan shall remain in effect for a period of ten (10) 
vears from the date of adoption of the Plan by the Board. Termination of the Plan shall not affect 
any Options previously granted and such Options shall remain in effect until they have been fully 
exercised, are surrendered, or by their terms expire. 

XII. Use of Proceeds. 

The proceeds of the sale of shares, whether newly issued or previously acquired, shall be added 
io and administered as a part of the general assets of the Company. 

XIII. Qualified Stock Option. 

This Plan is a “qualified stock option" plan within the meaning of Section 422 of the Internal 
Revenue Code of 1954, and all provisions shall be construed and applied consistently therewith. 

4 fm) 
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XIV. Effective Date of the Plan. 

The Plan shall not become effective unless approved by a two-thirds vote of the outstanding 
shares of Capital Stock of the Company within twelve months of the date the Plan is adopted by the 
Board. Nothing contained in this Plan or in any resolution adopted or to be adopted by the Board 
or the stockholders of the Company shall constitute the granting of an Option. The granting of an 
Option shall take place only when u written option certificate shall have been duly executed by or on 
behalf of the Company by its duly authorized officers and by the Grantee. 
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SCHEDULE C 

AGREEMENT AND PLAN OF MERGER dated as of the 13th day of August, 1969 by and 
between National Student Marketing Corporation, a District of Columbia corporation ("NSMC”), 
and Interstate National Corporation, a Nevada corporation (“Interstate"). 

WITNESSETH: 

Whereas, the respective Boards of Directors of NSMC and Interstate deem it advisable for the 
general welfare and advantage of the respective corporations and their shareholders that Interstate 
be merged into NSMC pursuant to this Agreement and the applicable laws of the State of Nevada and the 
District of Columbia; and 

Whereas, to effect such merger Interstate will be merged into NSMC and upon the effectiveness of 
such merger, shares of Interstate Common Stock, par value $1 per share ("Interstate Common Stock”), 
and Interstate Series A Convertible Preferred Stock, without par value (“Interstate Preferred Stock”), 
all of such shares being hereinafter sometimes called the “Interstate Stock", will be converted into 
NSMC Common Stock, par value $.025 per share (“NSMC Common Stock”); 

Now, Therefore, in consideration of the mutual agreements and conditions herein contained, 
NSMC and Interstate hereby agree each with the other, in accordance with the applicable laws of the 
State of Nevada and the District of Columbia, that Interstate shall be merged into NSMC (which in its 
capacity as the surviving corporation is sometimes hereinafter called the “Surviving Corporation”), and 
the terms and conditions of the merger and the mode of carrying them into effect are and shall be as 
follows: 

1. When this Agreement and the transactions contemplated hereby have been approved as 
required by Section 78.470 of the General Corporation Law of the State of Nevada and Sections 
68 and 71 of the Business Corporation Act of the District of Columbia and when this Agreement 
has been filed in accordance with the laws of the State of Nevada and the Articles of Merger in 
substantially the form annexed hereto as Exhibit A have been filed in accordance with the laws of the 
District of Columbia, the separate existence of Interstate shall cease and it shall be merged into 
NSMC. The date on which such filing has been completed and the transaction contemplated hereby 
becomes effective shall be known as the “Effective Date.” 

2. The laws which are to govern the Surviving Corporation are the laws of the District of 
Columbia. From and after the Effective Date the Articles of Incorporation of the Surviving Cor¬ 
poration shall be the Articles of Incorporation of NSMC as in effect on the Effective Date, subject 
always to the right of the Surviving Corporation to amend its Articles of Incorporation in accordance 
with the laws of the District of Columbia. The By-Laws of the Surviving Corporation shall be the 
By-Laws of NSMC as in effect on the Effective Date, until changed or amended as provided therein. 

3. (a) Subject to paragraph 3(c) below, upon the effectiveness of the merger, (i) each share 
of Interstate Common Stock issued and outstanding immediately prior to the Effective Date of the 
merger shall, by x.rtue of the merger and without any action on the part of the holder thereof, be 
converted into 2 a of one fully paid and non-assessable share of NSMC Common Stock, (ii) each share 
of Interstate Preferred Stock issued and outstanding immediately prior to the Effective Date of the 
merger shall, by virtue of the merger and without any action on the part of the holder thereof, auto¬ 
matically be converted into 13'/S fully paid and non-assessable shares of NSMC Common Stock 
and (iii) each issued and outstanding share of NSMC Common Stock shall remain unchanged by 
the merger. 

(b) The Riggs National Bank of Washington, Washington, D. C., as Exchange Agent, shall 
effectuate the exchange of stock certificates following consummation of the merger. Adoption of 
this Agreement by the stockholders of the constituent corporations shall constitute ratification of the 
appointment of such Exchange Agent. No fractional shares of NSMC Common Stock shall be 
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delivered. In lieu of any fractional shares of NSMC Common Stock, the Surviving Corporation 
shall afford each holder of a fractional interest the opportunity, through the Exchange Agent, on or 
before the forty-fifth day following the Effective Date, or on or before such later date (but m any 
event not later than the ninetieth day following the Effective Date) as the Surviving Corporation 
may determine, either to consolidate his fractional interests into one full share of NSMC Common 
Stock by purchasing the additional fractional interest required for such consolidation or to sell such 
fractional interest and obtain the net proceeds thereof, subject to the further provisions of this Sec¬ 
tion 3(b), following the surrender of his Interstate stock certificate(s) for exchange as provided 
below. Any fractional interests with respect to which instructions shall not have been so received 
by the Exchange Agent within the prescribed period shall be sold by the Exchange Agent, and the 
holder of any such fractional interest shall thereafter be entitled to receive the net proceeds of the 
sale thereof upon the surrender of his Interstate certifkate(s) for exchange. The Exchange Agent 
may offset buy and sell orders and, to the extent it is unable to offset, the Exchange Agent will 
effect transactions in full shares of NSMC Common Stock in the open market. As promptly as 
practicable after the Effective Date, each holder of outstanding certificates theretofore representing 
shares of Interstate Stock shall surrender the same to the Exchange Agent, and such holder shall be 
entitled, upon such surrender, to receive in exchange therefor certificates representing the number 
of full shares of NSMC Common Stock into which such shares of Interstate Stock theretofore 
represented by the certificate or certificates so surrendered shall have been converted pursuant to 
paragraphs 3(a) and 3(c). Until so surrendered, each outstanding certificate which prior to the 
Effective Date, represented Interstate Stock, shall be deemed for all purposes (except as to the pay¬ 
ment of dividends) to evidence ownership of the number of full shares of NSMC Common Stock into 
which such shares of Interstate Stock are converted, and no dividend or other distribution, if any, pay¬ 
able to holders of record of shares of NSMC Common Stock as of any date subsequent to the Effec¬ 
tive Date shall be paid to the holders of outstanding certificates theretofore representing shares of 
Interstate Stock; provided, however, that upon surrender and exchange of such outstanding cer¬ 
tificates theretofore representing shares of Interstate Stock there shall be paid to the record holders 
of the certificates for NSMC Common Stock issued in exchange therefor the amount, without interest 
thereon, of dividends and other distributions, if any, paid since the Effective Date of the merger with 
respect to the shares of NSMC Common Stock represented thereby. NSMC agrees to pay any and 
all expenses of the Exchange Agent in connection with the performance of its duties hereunder. 

(c) The number of shares of NSMC Common Stock into which each share of Interstate Stock 
shall be converted pursuant to paragraph 3(a) shall be increased in the event that the average of 
the bid prices of NSMC Common Stock on the over-the-counter market as reported by the National 
Quotation Bureau Incorporated for the 20 business days prior to the Effective Date (or if the NSMC 
Common Stock shall be at the time listed on a national stock exchange then the average of the 
closing prices of such stock for the 20 trading days prior to the Effective Date) is less than $45 per 
share. In such event, assuming a value for each share of NSMC Common Stock determined as 
hereinabove set forth in this paragraph, (i) each share of Interstate Common Stock shall be con¬ 
verted on the basis of $30 in value into an equivalent number of shares of NSMC Common Stock 
and (ii) each share of Interstate Preferred Stock shall be converted on the basis of $600 in value 
into an equivalent number of shares of NSMC Common Stock. Notwithstanding anything herein to 
the contrary, NSMC shall not be obligated to issue more than an aggregate of 942,000 shares of 
NSMC Common Stock pursuant to this paragraph 3(c) and paragraph 3(a). 

(d) In the event that, prior to the Effective Date of the merger pursuant hereto, the outstanding 
shares of NSMC Common Stock shall have been, without new consideration, increased, decreased, 
changed into or exchanged for a different number or kind of shares or securities through reorganiza¬ 
tion, recapitalization, reclassification, stock dividend, stock split, or other like changes in NSMC’s 
capitalization, then an appropriate and proportionate adjustment shall be made in the number and 
kind of shares of NSMC Common Stock to be thereafter delivered hereunder. Upon any such 
event, determination of the value of the NSMC Common Stock for purposes of paragraph 3(c) shall 
be appropriately and proportionately adjusted. 
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4. Upon ibc merger becoming effective, all the rights, privileges, powers and franchises 
and all property and assets of every kind and description of Interstate and NSMC, including, 
without limitation, trade names, licenses and registrations, and the goodwill relating to any 
of the foregoing, shall be vested in and be held and enjoyed by NSMC as the Surviving 
Corporation, without further act or deed, and all the estates and interests of every kind of 
Interstate and NSMC, including all debts due to either of them on whatever account, shall be as 
effectually the property of the Surviving Corporation as they were of Interstate and NSMC, 
and the title to any real estate vested by deed or otherwise in Interstate and NSMC shall not 
revert or be in any way impaired by reason of the merger; and all rights of creditors and all liens 
upon any property of Interstate and NSMC shall be preserved unimpaired, and all debts, liabilities 
and duties of Interstate and NSMC shall thenceforth attach to NSMC as the Surviving Corpo¬ 
ration and may be enforced against it to the same extent as if said debts, liabilities and duties had 
been incurred or contracted by it. 

5. Interstate represents, warrants and agrees as follows: 

(a) Interstate is a corporation duly organized and validly existing in good standing under 
the laws of the State of Nevada with the power to own its property and to carry on its business 
as now being conducted, and is duly qualified to do business as a foreign corporation in each 
jurisdiction in which the character of the properties owned or the nature of the business conducted 
by it makes qualification as a foreign corporation necessary. 

(b) Interstate owns, directly or through another subsidiary, all of the outstanding capital 
stock of the following subsidiaries (collectively the "Subsidiaries”): 


State of 

Name Incorporation 

Interstate Fire & Casualty Company . Illinois 

Interstate Reinsurance Corporation . Illinois 

Chicago Insurance Company . Illinois 

Interstate Life Assurance Company . Illinois 

Geo. F. Brown & Sons, Inc. . Illinois 

Brown and Hawley, Inc. . Illinois 

Higham, Neilson, Whitridge & Reid, Inc. . Illinois 

Central Treaty Brokers, Inc. . Illinois 

Mid-America Insurance Agency, Inc. . Illinois 

Geo. F. Brown & Sons, Inc. . Massachusetts 

Brown and Hawley, Inc. . Indiana 

Brown and Hawley, Inc. Kentucky 

Brown and Hawley, Inc. . New Jersey 

Higham, Neilson, Whitridge & Reid, Inc.. Massachusetts 


Each of the Subsidiaries is a corporation duly organized, validly existing and in good standing 
under the laws of its jurisdiction of incorporation, and has the requisite corporate power and 
authority to own its property and to carry on its business as now being conducted and is duly 
qualified and in good standing as a foreign corporation in each jurisdiction where the nature of 
the property owned or the business transacted by it make such qualification necessary. Inter¬ 
state has directly or through a Subsidiary good and marketable title to all of the outstanding 
capital stock of the Subsidiaries, free and clear of any mortgage, pledge, lien, charge or encum¬ 
brance, or other rights in third persons to purchase any shares thereof. All of the outstanding 
shares of the Subsidiaries are duly and validly issued and are fully paid and non-assessable. 

(c) The authorized capital stock of Interstate consists of 2,000,000 shares of Common Stock, 
par value SI per share, and 1,000,000 shares of Preferred Stock, without par value, issuable in one 
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or more Scries of which 698,500 shares of Common Stock and 27,000 shares of Series A Con- 
virtue Preferred Stock are outstanding on August 13, 1969. Such outstanding shares have been 
validly authorized and issued and arc fully paid and non-asscssable. Interstate has no outstanding 
options, warrants or other rights, calls or commitments to purchase capital stock of ntersta c and 
there arc no outstanding options, warrants, rights, calls, commitments, conversion rights, plans or 
other agreements of any character providing for the purchase of any authorized but unissued 
Interstate shares. Prior to the Effective Date, Interstate will not issue any capital stock (except 
upon conversions of Series A Convertible Preferred Stock) or authorize any increase ml*e 
number of shares of its authorized capital stock or issue any options or rights to subscribe for or 

purchase shares of its capital stock. 

(d) Interstate has delivered to NSMC a consolidated balance sheet of Interstate and its Sub¬ 
sidiaries as of June 30, 1969 and a consolidated statement of income for the nine months then 
ended, reviewed but not audited by Peat, Marwick, Mitchell & Co. independent accountan s 
Interstate has also furnished NSMC with a consolidated balance sheet of Interstate and its 
Subsidiaries as of December 31, 1968 and a consolidated statement of income for the twe ve 
months then ended, certified by Peat, Marwick, Mitchell & Co., independent accountants^ Such 
financial statements are true and correct and have been prepared in accordance with gen ral y 
accepted accounting principles consistently followed throughout the periods involved. The balance 
sheets fairly present the condition of Interstate and its Subsidiaries as of the dates thereof, and 
reflect all known claims against and debts and liabilities (including adequate provision for all 
taxes) fixed or contingent, as at the dates thereof, and the income statements fairly present the 
results of the operations of Interstate and its Subsidiaries for the periods indicated, subject in the 
case of the nine month statements to year-end audit adjustments. Neither such balance sheets nor 
such income statements contain any untrue statement of a material fact, or omit to state any 
material fact necessary in order to make the statements contained in this paragraph or therein 
not misleading. 

(e) Except for such claims, debts and liabilities as are reflected in the June 30, 1969 con¬ 
solidated balance sheet referred to in paragraph 5(d) above or except as set forth in a schedule 
heretofore delivered by Interstate to NSMC, neither Interstate nor any of its Subsidiaries has any 
outstanding indebtedness and none is subject to any claims or liabilities other than trade or business 
obligations incurred in the ordinary course of business. Without the prior written consent of 
NSMC, neither Interstate nor any of its Subsidiaries will incur, prior to the Effective Date, any 
additional indebtedness for money borrowed or incur any liabilities other than in the ordinary 
course of business. 

(f) Since June 30, 1969, Interstate has not issued, or declared or paid any dividend on, or 
declared or made any distribution on, or authorized the creation or issuance of, or effected any 
split-up or any recapitalization of, any of its stock of any class, or directly or indirectly redeemed, 
purchased or otherwise acquired any of its outstanding stock, or authorized or made any change 
in its Certificate of Incorporation or agreed to take any such action. 

(g) Interstate and the Subsidiaries have filed all requisite Federal income, payroll and excise 
tax returns and all appropriate state and local income, sales, payroll, personal property and 
franchise tax returns required to be filed by any of them and have paid all taxes and assessments 
(includine interest or penalties) owed to the extent that such taxes and assessments have become 
payable, except as set forth in a schedule heretofore delivered by Interstate to NSMC. To the 
extent that such taxes and assessments and any subsequent tax liabilities have accrued but have 
not become payable, the full amounts thereof have been reflected as liabilities on the books of 
each In addition. Interstate and the Subsidiaries have paid all taxes which would not require 
the filing of returns and which are required to be paid by any of them. The Federal income tax 
returns of Interstate and its Subsidiaries have been examined by the Internal Revenue Service 
for the periods indicated on a schedule heretofore delivered by Interstate to NSMC. 
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(h) Except as set forth in a schedule heretofore delivered by Interstate to NSMC, neither 
Interstate nor any of its Subsidiaries owns any real property. Except as noted on such schedule, 
Interstate has good and marketable title in fee simple to all such real property, free and clear of 
all encumbrances, liens and charges of every kind and character and such encumbrances, liens, 
easements, rights of way, restrictions, exceptions, reservations, limitations, burdens and other 
imperfections as do not materially impair the use of such real properly in Interstate’s business or 
materially aflect the marketability of title thereto. Both Interstate and the Subsidiaries have good 
and marketable title to all personal and intangible property, including the personal and intangible 
property reflected in the most recent balance sheet delivered pursuant to paragraph 5(d) above, 
with such changes m such personal and intangible property as have been made since the date of 
such balance sheet, in the ordinary course of business. None of such personal and intangible 
property is subject (i) to a contract of sale or (ii) to mortgages, pledges, liens, encumbrances, 
security interests or charges of any kind or character. All buildings, structures and appurtenances 
and all machinery and equipment owned or leased by Interstate and the Subsidiaries are in good 
operating condition and in a state of good maintenance and repair, and are adequate and suitable 
for the purposes for which they are presently being used. 

(i) Neither Interstate nor the Subsidiaries hold under lease any real or personal property 
except as set forth in a schedule heretofore delivered by Interstate to NSMC and except leases 
of personal property requiring the payment of rent of an aggregate of not more than $2,500 
per month. Each lease set forth in such schedule is in full force and effect; all rents and addi¬ 
tional rents due to date on each such lease have been paid; in each case the lessee has been in 
peaceable possession since the commencement of the original term of such lease and is not in 
default thereunder and no waiver, indulgence or postponement of the lessee’s obligations there¬ 
under has been granted by the lessor; and there exists no event, occurrence, condition or act 
which, with the giving of notice, the lapse of time or the happening of any further event or con¬ 
dition would become a default by lessee under any such lease. Neither Interstate nor any of its 
Subsidiaries has violated any of the terms or conditions under any such lease in any material 
respect and all of the covenants to be performed by the lessee under each such lease have been 
fully performed. 

(j) Interstate has heretofore delivered to NSMC a true and correct list of all policies of 
insurance in which Interstate or any of the Subsidiaries are named as the insured party, including 
the amounts thereof, in force as at the date hereof, and such policies are in full force and effect. 
Interstate and the Subsidiaries will continue to maintain all of such policies, renewals thereof or 
policies having substantially similar coverage in full force and effect up to and including the 
Effective Date. 

(k) Neither Interstate nor any of its Subsidiaries owns, possesses, or has a license in respect 
of any trade secret, technical information, patent, patent right, application for patent, trademark, 
trade name, copyright, process or formula used in its business, except as set forth in a schedule 
heretofore delivered by Interstate to NSMC. None of such trademarks or trade names have 
been registered in, filed in, or issued by any government office. Except as noted on such schedule, 
no trademark or trade name infringes on others, none is owned by or licensed to any other person, 
firm or corporation in the United States or elsewhere, no proceedings have been instituted or are 
pending or threatened which challenge the sole and exclusive ownership thereof by Interstate or 
any Subsidiary and none is subject to any proceeding or action attacking or contesting its validity. 
Except as set forth in such schedule, Interstate and each Subsidiary has full right, title and owner¬ 
ship to its corporate name and any and all other names under which it does business. 

(l) Except for actions, suits or claims brought by policyholders, beneficiaries of policies 
or by claimants against policyholders or beneficiaries of policies of Interstate or its Subsidiaries 
incurred by them in their capacity as insurer, there are no actions, suits or proceedings pending 
or threatened against or affecting Interstate or any of the Subsidiaries, at law or in equity, by or 
before any Federal, stu.v. or municipal court or other governmental department, commission, board, 
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bureau, agency or instrumentality which might materially adversely alTect the business or prop¬ 
erty of Interstate and the Subsidiaries taken as a whole. Interstate is not subject to any material 
liability by reason of a violation of any order, rule, or regulation of. or default with respect to 
any tax return or any other return or report payable to or required to be filed with, any Federal, 
state, municipal or other governmental agency, department, commission, bureau, board or instru¬ 
mentality to which it is subject. 

(m) Neither Interstate nor any of its Subsidiaries has any collective bargaining agreements 
with employees, executive employment agreements, executive compensation plans, employees’ 
pension or retirement plans or pension trusts, employees' profit-sharing or bonus or stock purchase 
plans or any other similar agreements or plans, except as set forth in a schedule heretofore delivered 
by Interstate to NSMC. Between the date hereof and the Effective Date, neither Interstate nor 
any of its Subsidiaries will, without the written consent of NSMC, make or agree to make any 
increase in the rate of wages, salaries, bonuses or other remuneration of any executive employee or 
employees (other than increases for salaried or hourly-paid employees which increases are paid 
in accordance with the usual and ordinary practice of Interstate and the Subsidiaries), or become 
a party to any employment contract or arrangement with any of its officers or employees other 
than contracts which are terminable at will or subject to termination on not more than one 
month's notice, or become a party to any contract or arrangement with any officers or employees 
providing for bonuses or profit-sharing payments, severance pay or retirement benefits. 

(n) Interstate has heretofore delivered to NSMC a true and correct list of all outstanding 
contracts, agreements or understandings to which Interstate or any of the Subsidiaries are a party, 
except (i) those referred to elsewhere in this paragraph 5, (ii) any contract, agreement or under¬ 
standing involving an aggregate expenditure of less than 510,000 and (iii) insurance, reinsurance, 
brokerage or agency contracts entered into by Interstate and its Subsidiaries in the ordinary course 
of business. Neither Interstate nor any other party to any such contract, agreement or under¬ 
standing is in default under the terms of any such contract, agreement or understanding. Except as 
set forth in such schedule, between the date hereof and the Effective Date, neither Interstate nor 
the Subsidiaries will, without the written consent of NSMC, make any changes or modifications 
in any such contracts, agreements or understandings, or incur any further obligations or surrender 
any rights thereunder, or make any further additions to their property or further purchases of 
equipment except such changes or modifications, each in an amount less than $10,000, as are 
in the ordinary course of business or are necessary or appropriate to maintain their respective 
properties and equipment. Interstate is not a party to any continuing contract for the future 
purchase of materials, supplies or equipment in excess of the requirements for its business as now 
being conducted. 

(o) Neither Interstate nor any of the Subsidiaries is subject to any order, judgment or decree 
with respect to its business or condition or any of its assets or property, or to any charter, by-law, 
mortgage, lease, agreement, instrument, order, judgment or decree which would prevent the con¬ 
summation of the transactions contemplated hereunder, or compliance by Interstate or any of 
the Subsidiaries with the terms, conditions and provisions hereof. 

(p) Since June 30, 1969 the business and properties of Interstate and the Subsidiaries have 
not been materially adversely affected in any way as a result of any legislative or regulatory change, 
revocation of any license or right to do business, fire, explosion, accident, casualty, labor trouble, 
flood, drought, riot, storm, condemnation, or act of God or other public force or otherwise. For 
the purposes of this paragraph 5 (p), a fire, explosion, accident, casualty, labor trouble, flood, 
drought, riot, storm, condemnation, or act of God or other public force or otherwise affecting 
Interstate or the Subsidiaries in their capacity as insurer shall be deemed materially adverse only 
if the total net loss to Interstate and its Subsidiaries exceeds $250,000 for any one occurrence. 

(q) The copies of Interstate's Certificate of Incorporation certified by the Secretary of 
State of Nevada and By-Laws, as amended to date, certified by its Secretary, heretofore delivered 
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to NSMC, and of all instruments, agreements or other documents that may have been delivered to 
NSMC pursuant to the terms of this Agreement, arc and will be complete and correct as of the 
date hereof and as of the Effective Date. 

(r) Interstate and the Subsidiaries have maintained their books of account in accordance 
with the requirements of applicable regulatory authorities. 

(s) In the negotiations leading up to the transaction contemplated by this Agreement, 
except as heretofore set forth in writing to NSMC, Interstate has not retained or utilized the 
services of any broker or finder. 

(t) During the period from the date hereof to and including the Effective Date, Interstate 
will conduct its business solely in the usual and ordinary manner and will refrain from any trans¬ 
actions not in the ordinary course of business unless the prior written consent of NSMC to such 
transactions has been obtained. 

(u) The information relating to Interstate contained in Interstate’s and NSMC’s Proxy 
Statements relating to the transactions contemplated by this Agreement will be accurate and 
correct and will not omit to state a material fact necessary to make such information not misleading. 

(v) Interstate will use its best efforts to hold, on or before October 20, 1969, a Special 
Meeting of Stockholders to consider and act upon the merger described herein and Interstate will 
use its best efforts to have its stockholders approve the transactions contemp! .fed hereby. 


6. NSMC represents, warrants and agrees as follows: 


(a) NSMC is a corporation duly organized, validly existing and in good standing under the 
laws of the District of Columbia with the power to own its property and to carry on its business as 
now being co '.ducted and is duly qualified and in good standing as a foreign corporation in each 
jurisdiction w.iere the nature of the property owned or the business transacted by it makes such 

qualification necessary. 


(b) NSMC owns, directly or through another subsidiary, all of the outstanding capital stock 


of the following subsidiaries: 

Place of 

Name Incorporation 


New England S-ption Service Massachusetts 

Collegiate Advertising Ltd. British Columbia 

Shaffer Enterprises, Inc.. Missouri 

Compujob, Inc. Pennsylvania 

National Manpower Register ... New v ork 

Lewis Brothers Ceramics, Inc. New York 

Institutional Directories, Inc. Texas 

National Scholastic List Co. New York 

International Student Marketing Ltd. England 

The Colad Company, Inc. New York 

Consultants for Market Isolation, Inc. New York 

National Employment Services Institute District of Columbia 

New England Travel Corporation Connecticut 

Impressions by M. Inc . New York 

Watsnu Sportswear, Inc . New York 

Guest Pac Corporation . New York 

Campus Pac Corporation . New York 

Renselaar Corporation Pennsylvania 


Each of the subsidiaries is a corporation duly organized, validly existing and in good standing under 
the laws of its jurisdiction of incorporation, and has tne requisite corporate power and authority 
to own its property and to carry on its business as now being conducted and is duly qualified and in 
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good standing as a foreign corporation in each jurisdiction where the nature of the property owned 
or the business transacted by it makes such qualification necessary. Except as heretofore disclosed 
in writing to Interstate, NSMC has directly or through a subsidiary good and marketable title to all 
issued and outstanding shares of stock of its Subsidiaries, free and clear of any mortgage, pledge, lien, 
charge or encumbrance, or other rights in third persons to purchase any shares thereof. All of the 
shar:< of such Subsidiaries arc duly and validly issued and arc fully paid and non-asscssable. 

(c) The authorized capital stock of NSMC consists of 3,000,000 shares of Common Stock, 
par value $.025 per share, of which 2,904,555 shares (including 7,934 shares held in the treasury of 
NSMC) arc issued and outstanding. Such outstanding shares have been, and the shares to be 
issued pursuant to this Agreement, when issued upon the consummation of this merger for the 
consideration as set forth herein, will be, validly issued, ;'ully paid and non-asscssable. Except as 
heretofore disclosed in a schedule delivered to Interstate by NSMC, NSMC has no outstanding 
options, warrants or other rights, calls or commitments to purchase capital stock of NSMC and there 
arc no outstanding options, warrants, rights, calls, commitments, conversion rights, plans or other 
agreements of any character providing for the purchase of any authorized but unissued shares of 
NSMC. Prior to the Effective Date, NSMC will not, without prior notice to Interstate, authorize 
any increase in the number of shares of its authorized capital stock or issue any options or rights 
to subscribe for or purchase shares of its capital stock. 

(d) NSMC has delivered to Interstate a consolidated balance sheet of NSMC and its sub¬ 
sidiaries as of May 31, 1969 and a consolidated statement of income for the nine months then 
ended, reviewed but not audited by Peat, Marwick, Mitchell & Co., independent accountants. 
NSMC has also furnished Interstate with a consolidated balance sheet of NSMC and its sub¬ 
sidiaries as of August 31, 1968 and a consolidated statement of income for the twelve months then 
ended, certified by Peat, Marwick, Mitchell & Co., independent accountants. Such financial state¬ 
ments arc true and correct and have been prepared in accordance with generally accepted accounting 
principles consistently followed throughout the periods involved. The consolidated balance sheets 
fairly present the condition of NSMC and its subsidiaries as of the dates thereof, and reflect all 
known claims against and debts and liabilities (including adequate provision for all taxes), fixed 
or contingent, as at the dates thereof, and the income statements fairly present the results of the 
operations of NSMC and its subsidiaries for the periods indicated, subject in the case of the nine 
month statement to year-end audit adjustments. Neither such balance sheets nor such income state¬ 
ments contain any untrue statement of a material fact, or omit to state any material fact necessary 
in order to make the statements contained in this paragraph or therein not misleading. 

(e) Except for such claims, debts and liabilities as are reflected in the May 31, 1969 balance 
sheet referred to in paragraph 6(d) above or except as set forth in a schedule heretofore delivered 
by NSMC to Interstate, neither NSMC nor its Subsidiaries has any outstanding indebtedness and is 
not subject to any claims or liabilities other than trade or business obligations incurred in the ordinary 
course of business. 

(f) NSMC and its subsidiaries have filed all requisite Federal income, payroll and excise tax 
returns and all appropriate state and local income, sales, payroll, personal property and franchise 
tax returns required to be filed by them and have paid all taxes and assessments (including interest 
or penalties owed by them) to the extent that such taxes and assessments have become payable. 
To the extent that such taxes and assessments and any subsequent tax liabilities have accrued but 
have not become payable, the full amounts thereof have been reflected as liabilities on its books. In 
addition, NSMC has paid all taxes which would not require the filing of returns and which are 
required to be paid by it. The Federal income tax returns of NSMC and its Subsidiaries have been 
examined by the Internal Revenue Service f or the periods indicated on a schedule heretofore 
delixered by NSMC to Interstate. 

(g) Except as set forth in a schedule heretofore delivered by NSMC to Interstate, neither 
NSMC nor any of its subsidiaries owns any real property. Except as noted on such schedule, 
NSMC has good and marketable title in fee simple to all such real property, free and clear of 
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j)l encumbrances, liens and charges of every kind and character and such encumbrances, liens, 
casements, rights of way, restrictions, exceptions, reservations, limitations, burdens and other 
imperfections as do not materially impair the use of such real property in NSMC’s business or 
materially affect the marketability of title, thereto. Both NSMC and its subsidiaries have 
guod and marketable title to all personal and intangible property, including the personal and 
intangible property, rcllectcd in the most recent balance sheet delivered pursuant to paragraph 
6(d) above, with such changes in such personal and intangible property as have been made since 
the date of such balance sheet in the ordinary course of business. None of such personal and 
intangible property is subject (i) to a contract of sale, except inventory to be sold in the ordinary 
course of business or (ii) to mortgages, pledges, liens, encumbrances, security interests or charges 
of any kind or character. All buildings, structures and appurtenances and all machinery and 
equipment owned or leased by NSMC and its subsidiaries are in good operating condition and in a 
state of good maintenance and repair, and are adequate and suitable for the purposes for which 
they me presently being used. 

(h) Neither NSMC nor its subsidiaries hold under lease any real or personal property except 
as set forth in a schedule heretofore delivered by NSMC to Interstate. Each lease set forth in such 
schedule is in full force and effect; all rents and additional rents due to date on each such lease 
have been paid; in each case the lessee has been in peaceable possession since the commencement 
of the original term of such lease and is not in default thereunder and no waiver, indulgence or 
postponement of the lessee’s obligations thereunder has been granted by the lessor; and there exists 
no event, occurrence, condition or act which, with the giving of notice, the lapse of time or the 
happening of any further event or condition would become a default by lessee under any such 
lease. Neither NSMC nor any of its subsidiaries has violated any of the terms or conditions under 
any such lease in any material respect and all of the covenants to be performed by the lessee under 
each such lease have been fully performed. 

(i) NSMC has heretofore delivered to Interstate a true and correct list of all policies of 
insurance in which NSMC and its subsidiaries are named as the insured party, including the 
amounts thereof, in force as at the date hereof, and such policies are in full force and effect. NSMC 
and its subsidiaries w ill continue to maintain all of such policies, renewals thereof or policies having 
substantially similar coverage in full force and effect up to and including the Effective Date. 

(j) Neither NSMC nor any of its subsidiaries owns, possesses, or has a license in respect of 
any trade secret, technical information, patent, patent right, application for patent, trademark, 
trade name, copyright, process or formula used in its business, except as set forth in a schedule 
heretofore delivered by NSMC to Interstate. Except as set forth on such schedule, none of such 
trademarks or trade names have been registered in, filed in, or issued by any government office. 
Except as noted on such schedule, no trademark or trade name infringes on others, none is owned 
by or licensed to any other person, firm or corporation in the United States or elsewhere, no 
proceedings have been instituted or are pending or threatened which challenge the sole and 
exclusive ownership thereof by NSMC or any of its subsidiaries and none is subject to any 
proceeding or action attacking or contesting its validity. Except as set forth in such schedule, 
NSMC has lull right, title and ownership to its corporate name and any and all other names under 
w hich it does business. 

(k t There are no actions, suits or proceedings pending or threatened against or affecting 
NSMC or any of its subsidiaries at law or in equity, by or before any Federal, state or municipal 
court or other governmental department, commission, board, bureau, agency or instrumentality 
which might materially adversely affect the business and property of NSMC and its subsidiaries 
taken as a whole. NSMC is not subject to any material liability by reason of a violation of any 
order, rule, or regulation of, or default with respect to any tax return or ar.y other return or report 
payable to or required to be filed with, any Federal, state, municipal or other governmental agency, 
department, commission, bureau, board or instrumentality to which it is subject. 
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(l) Neither NSMC nor any of its subsidiaries has any collective bargaining agreements with 
employees, executive employment agreements, executive compensation plans, employees pension 
or retirement plans or pension trusts, employees’ profit-sharing or bonus or stock purchas 
plans or any other similar agreements or plans, except as set forth in a schedule heretofore deliverer 
by NSMC to Interstate. Between the date hereof and the Effective Date, NSMC will not, without 
prior notice to Interstate, make or agree to make any increase in the rate of wages, salaries, bonuses 
or other remuneration of any executive employee or employees (other than increases for salaried 
employees which are paid in accordance with the usual and ordinary practice of NSMC and its 
subsidiaries), or become a party to any employment contract or arrangement with any of its officers 
or employees other than contracts which arc terminable at will or subject to termination on not 
more than one month’s notice, or become a party to any contract or arrangement with any officers 
or employees providing for bonuses or profit-sharing payments, severance pay or retirement benefits. 

(m) NSMC has heretofore delivered to Interstate a true and correct list of all outstanding 
contracts, agreements or understandings to which NSMC and its subsidiaries are a party, except (i) 
those referred to elsewhere in this paragraph 6, (ii) any contract, agreement or understanding involv¬ 
ing an aggregate expenditure of less than $10,000 and (iii) contracts entered into by NSMC and its 
subsidiaries in the ordinary course of its business. Neither NSMC nor any other party to any such 
contract, agreement or understanding is in default under the terms of any such contract, agreement 
or understanding. Except as set forth in such schedule between the date hereof and the Effective 
Date, neither NSMC nor the subsidiaries will, without prior written notice to Interstate, make any 
changes or modifications in any such contracts, agreements or understandings, or incur any further 
obligations or surrender any rights thereunder, or make any further additions to their property or 
further purchases of equipment except such changes or modifications each in an amount less than 
$10 000, as are in the ordinary course of business or are necessary or appropriate to maintain their 
respective properties and equipment. NSMC is not a party to any continuing contract for the 
future purchase of materials, supplies or equipment in excess of the requirements for its business 
as now being conducted. 

(n) Neither NSMC nor its subsidiaries are subject to any order, judgment or decree with 
respect to their business or condition or any of their assets or property, or to any charter, by-law, 
mortgage, lease, agreement, instrument, order, judgment or decree which would prevent the consum¬ 
mation of the transactions contemplated hereunder, or compliance by NSMC with the terms, condi¬ 
tions and provisions hereof. 

(o) All outstanding accounts receivable (trade or other) of NSMC, as set forth in the May 31, 
1969 consolidated balance sheet and in its books and records, are collectible except to the extent 
of the reserve for bad debts provided for in such balance sheet. 

(p) Since May 31, 1969 the business and properties of NSMC and its subsidiaries have not 
been materially adversely affected in any way as a result of any legislative or regulatory change, 
revocation of any license or right to do business, fire, explosion, accident, casualty, labor trouble, 
flood, drought, riot, storm, condemnation, or act of God or other public force or otherwise. 

(q) The copies of NSMC’s Articles of Incorporation certified by the Superintendent of Cor¬ 
porations of the District of Columbia and By-Laws, as amended to date, certified by its Secretary, 
heretofore delivered to Interstate, and of all instruments, agreements or other documents that may 
have been delivered to Interstate pursuant to the terms of this Agreement, are and will be complete 
and correct as of the date hereof and as of the Effective Date. 

(r) During the period from the date hereof to and including the Effective Date, NSMC will 
conduct its business solely in the usual and ordinary manner and will refrain from any transactions 
not in the ordinary course of business unless the prior written consent of Interstate to such transactions 
has been obtained. 

(s) In the negotiations leading up to the transaction contemplated by this Agreement, except 
as heretofore set forth in writing to Interstate, NSMC has not retained or otherwise utili7ed the 
services of any broker or finder. 
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(t) NSMC will use its best efforts to hold, on or before October 20, 1969, a Special Meeting 
of Stockholders to consider and act upon matters necessary for the merger described herein and 
NSMC will use its best efforts to have its stockholders approve the matters contemplated hereby. 

(u) The information relating to NSMC contained in Interstate’s and NSMC’s Proxy State¬ 
ments relating to the transactions contemplated by this Agreement will be accurate and correct 
and will not omit to state a material fact necessary to make such information not misleading. 

7. NSMC and Interstate agree as follows: 

(a) NSMC and Interstate and their authorized representatives shall, from and after the date 
hereof, have full access to the properties and the books and records of every kind of the other 
party and their respective subsidiaries, and each will furnish the other with such financial and 
operating data and other information as to its business and properties and copies of all documents 
referred to herein or in any list delivered hereunder, as the other shall from time to time request. 
From and after ;he date hereof and prior to the Effective Date, Interstate will advise NSMC’s 
management with respect to significant developments relating to the operations and management of 
Interstate. Similarly, from and after the date hereof and prior to the Effective Date, NSMC will 
advise Interstate’s management with respect to significant developments relating to the operations 
and management of NSMC. 

(b) Interstate and NSMC each agrees to execute and deliver or cause to be executed and 
delivered such additional instruments as the other party may reasonably request for the purpose 
of carrying out this Agreement. 

(c) Interstate agrees to and hereby does indemnify and hold harmless NSMC from and 
against any and all claims, losses, liabilities or expenses which may be asserted against or suffered 
by NSMC by any broker or other person claiming any finder’s fee or commission by reason of 
services alleged to have been rendered for or at the instance of Interstate in respect to the execu¬ 
tion of this Agreement or in respect to the merger contemplated hereby. 

(d) NSMC agrees to and hereby does indemnify and hold harmless Interstate from and 
against any and all claims, losses, liabilities or expenses which may be asserted against or suffered 
by Interstate, by any broker or other person claiming any finder’s fee or commission by reason 
of services alleged to have been rendered fer or at the instance of NSMC in respect to the execu¬ 
tion of this Agreement or in respect to the merger contemplated hereby. 

(e) NSMC agrees, in the event that the transactions as herein contemplated are not con¬ 
summated as herein provided, that NSMC will use its best efforts to keep confidential any informa¬ 
tion, unless readily ascertainable from public or published information or trade sources, obtained 
from Interstate or its Subsidiaries concerning the properties, operations and business of Interstate 
or its Subsidiaries and will return to Interstate any statements, documents or other written 
information obtained from Interstate or its Subsidiaries in connection therewith. 

(f) Interstate agrees, in the event that the transactions as herein contemplated are not con¬ 
summated as herein provided, that Interstate will use its best efforts to keep confidential any 
information, unless readily ascertainable from public or published information or trade sources, 
obtained from NSMC or any of its subsidiaries concerning the properties, operations and business 
of NSMC or any of its subsidiaries and will return to NSMC any statements, documents or other 
written information obtained from NSMC or any of its subsidiaries in connection therewith. 

(g) Interstate agrees to use its best efforts to persuade all officers, directors and employees 
of Interstate to remain in the employment of the Surviving Corporation after the Effective Date 
and to retain, preserve and maintain the business relations of Interstate with its suppliers, customers 
and others. 

8. The obligations of NSMC to consummate the transactions herein contemplated shall be 
subject to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) NSMC shall have received from Messrs. Lord, Bissell & Brook, counsel for Interstate, at 
Interstate’s expense, a favorable opinion, dated the Effective Date, in form and substance satisfac- 
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tory to NSMC and its counsel, Messrs. White & Case, to the effect that (i) Interstate is duly organ¬ 
ized and existing in good standing under the laws of Nevada; (ii) each Subsidiary is duly 
organized and existing in good standing under the laws of its jurisdiction of incorporation; (iii) 
Interstate and each Subsidiary has the corporate power to carry on its business as then being 
conducted and each is duly licensed or qualified as a foreign corporation doing business in each 
jurisdiction where, in the opinion of such counsel, the nature of the business transacted 

makes qualification as a foreign corporation necessary; (iv) the authorized and outstanding 
capital stock of Interstate is as represented in this Agreement, and the outstanding shares 
have been duly and validly authorized and issued and are fully paid and non-assessable; 
(v) no provision of the Certificate of Incorporation, as amended, or the By-Laws of 

Interstate or of any contract to which Interstate is a party, the existence of which such counsel 
has knowledge, prevents the consummation of the transactions in the manner contemplated 
hereunder; (vi) to the best knowledge of such counsel, there are no outstanding options or 

agreements on the part of Interstate to issue or sell any capital stock of Interstate except as 

set forth in this Agreement; (vii) this Agreement has been duly executed and delivered by 
Interstate and is a valid and binding obligation in accordance with its terms and any corporate 
action by Interstate required in order to authorize the transactions herein contemplated has been 
taken; (viii) to the best knowledge of such counsel, neither Interstate nor any Subsidiary is engaged 
in or threatened with any legal action or other proceeding, or has incurred or been charged with 
any presently pending violation of any Federal, state or local law or administrative regulation, 
which would materially adversely affect or impair the financial condition, business, operations, 
prospects, properties or assets of Interstate; (ix) upon the Effective Date, the Surviving Corpora¬ 
tion will acquire all right, title and interest of Interstate in and to the assets and properties thereof; 
(x) all other actions and proceedings required by law or this Agreement to be taken by Interstate 
at or prior to the Effective Date in connection with this Agreement and the transactions provided 
for herein have been duly and validly taken; (xi) the stockholders of Interstate on a list heretofore 
furnished NSMC are the only stockholders of Interstate who, in the opinion of such counsel, 
may be deemed to be “affiliates” within the meaning of Rule 133 promulgated under the Securities 
Act of 1933, as amended, and the issuance and delivery of the shares of NSMC Common Stock to 
the stockholders of Interstate upon consummation of the merger (some of which shares are subject 
to an agreement provided for in paragraph 8(i) hereof), do not require registration under the Secu¬ 
rities Act of 1933; and (xii) as to such other matters incident to the transactions contemplated 
hereby as NSMC and its counsel may reasonably request at or prior to the Effective Date. In 
rendering its opinion, such counsel may rely to the extent that such counsel feels justified upon 
certificates, affidavits or other documents signed by officers of Interstate with respect to any facts 
necessary to enable such counsel to give its opinion. 

(b) No action or proceeding before a court or any other governmental agency or body 
shall have been instituted or threatened to restrain or prohibit the merger and no governmental 
agency or body shall have taken any other action or made any request of NSMC as a result of 
which the management of NSMC deems it inadvisable to proceed with the transaction. 

(c) Except for changes in the ordinary course of business or as otherwise contemplated 
or permitted by this Agreement, the representations and warranties of Interstate and the Subsidi¬ 
aries shall be true on and as of the Effective Date with the same effect as though all such 
representations and warranties had been made on and as of such date; each and all of the 
agreements of Interstate and the Subsidiaries to be performed on or before the Effective Date 
pursuant to the terms hereof shall have been duly performed; and Interstate shall have delivered 
to NSMC a certificate dated the Effective Date to both such effects. 

(d) No material adverse change in the financial condition or business of Interstate and its 
Subsidiaries shall have occurred and Interstate and its Subsidiaries shall not have suffered any 
material loss or damage to any of their properties, or assets, whether or not covered by insurance, 
since June 30, 1969, which change, loss or damage materially affects or impairs the ability of 
Interstate and its Subsidiaries to conduct their business. 
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(e) NSMC shall have received a letter, satisfactory to it, from Peat, Marwick, Mitchell & 
Co. to the cfTcct that on the basis of a limited review, but not an audit, of the latest 
available unaudited interim financial statements of Interstate and its Subsidiaries, consultations 
with responsible officers of Interstate and other specified procedures and inquiries (including all 
such procedures as they consider necessary under the circumstances in connection with such 
limited review), they have no reason to believe that the unaudited interim financial statements of 
Interstate as of June 30, 1969 and for the nine months then ended, were not prepared in 
accordance with accounting principles and practices consistent with those followed in the 
preparation of the December 31, 1968 financial statements or that any material adjustments of 
such unaudited interim financial statements are required for a fair presentation of the financial 
position or results of operations of Interstate and its Subsidiaries or that during the period from 
June 30, 1969 to a specified date not more than five business days prior to the Effective Date there 
has been any material adverse change in the financial position or results of operations of Interstate 
and its Subsidiaries taken as a whole. 

(f) The stockholders of NSMC shall have approved an amendment to its Articles of 
Incorporation increasing the number of shares of authorized Common Stock to 7,500,000 shares 
and shall have approved the merger transaction described herein. In addition, the number of 
shares of NSMC Common Stock owned by NSMC stockholders exercising their rights as dissenting 
stockholders under Section 73 of the Business Corporation Act of the District of Columbia shall 
not have exceeded 2% of the outstanding shares of NSMC Common Stock. 

(g) The stockholders of Interstate shall have approved the merger transaction described 
herein. In addition, the number of shares of Interstate Stock held by Interstate stockholders 
exercising their rights as dissenting stockholders under Section 78.505 of The General Corpora¬ 
tion Law of Nevada shall not have exceeded five percent of the outstanding shares of Inter¬ 
state Stock. For the purposes of the : mmediately preceding sentence, each share of Interstate 
Series A Convertible Preferred Stock shall be deemed to be twenty shares of Interstate Common 
Stock. 

(h) NSMC shall have received copies of the charters and by-laws of each of the Subsidiaries 

certified by its Secretary. 

(i) Each stockholder of Interstate who, in the opinion of counsel for NSMC, may be deemed 
to be an “affiliate” within the meaning of Rule 133 promulgated under the Securities Act of 1933, 
as amended (the "Principal Stockholders”) shall have entered into an agreement with NSMC 
substantially in the form of Exhibit B providing that such stockholder is acquiring the NSMC 
Common Stock to be received by him in connection with the merger otherwise than with a view 
to the distribution thereof and providing that none of such shares of N CM C Common Stock 
received by such stockholder shall be sold or otherwise transferred except in the manner 
permitted herein or in such agreements. 

(j) Pursuant to the provisions of paragraphs 3(a), 3(c) and Exhibit B hereof, NSMC 
shall not be obligated to issue and deliver more than an aggregate of 1,000,000 shares of its 
Common Stock to consummate the transactions contemplated hereby. 

(k) The transactions contemplated herein shall have been consummated on or before 
November 28, 1969. 

9. The obligation of Interstate to consummate the transactions herein contemplated shall be 
subject to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) Interstate shall have received from Messrs. White & Case, counsel for NSMC, at NSMC’s 
expense, a favorable opinion, dated the Effective Date, in form and substance satisfactory to 
Interstate and to Interstate’s counsel, Messrs. Lord, Bissell & Brook, to the effect that (i) NSMC 
is a corporation duly organized and validly existing in good standing under the laws of the District 
of Columbia; (ii) NSMC has the corporate power to carry on its business as then being con¬ 
ducted and is duly licensed or qualified as a foreign corporation doing business in each juris¬ 
diction wh-re, in the opinion of such counsel, the nature of the business transacted makes 
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qualification as a foreign corporation necessary; (iii) the authorized and outstanding capital 
stock of NSMC is as represented in this Agreement, and the outstanding shares have been duly and 
validly authorized and issued and arc fully paid and non-asscssable; (iv) the shares of NSMC 
Common Stock delivered pursuant to this Agreement have been duly and validly authorized 
and issued and arc fully paid and non assessable; (v) this Agreement has been duly executed 
and delivered by authorized officers of NSMC and is its valid obligation legally binding in accord¬ 
ance with its terms and any corporate action required in order to authorize the transactions 
herein contemplated has been taken; (vi) no provision of the Articles of Incorporation, as 
amended, or the by-laws of NSMC or of any contract to which NSMC is a party, the existence of 
which such counsel has knowledge, prevents the consummation of the transactions in the manner 
contemplated hereunder; (vii) to the best knowledge of such counsel, there are no outstanding 
options or agreements on the part of NSMC to issue or sell any capital stock of NSMC except as 
previously disclosed in writing to Interstate; (viii) to the best knowledge of such counsel neither 
NSMC nor any of its subsidiaries is engaged in or threatened with any legal action or other pro¬ 
ceeding, nor has any incurred or been charged with any presently pending violation of any Federal, 
state or local law or administrative regulation, which would materially adversely affect or impair 
the financial condition, business, operations, prospects, properties or assets of NSMC and its 
subsidiaries; (ix) all other actions and proceedings required by law or this Agreement to be taken 
by NSMC at or prior to the Effective Date in connection with this Agreement and the transactions 
provided for herein have been duly and validly taken; (x) the issuance and delivery of the shares 
of NSMC Common Stock to the stockholders of Interstate upon consummation of the merg*r 
(some of which shares are subject to an agreement provided for in paragraph 8(t) hereof), do not 
require registration under the Securities Act of 1933; and (xi) as to such other matters incident 
to the transactions contemplated hereby as Interstate and its counsel may reasonably request a 
or prior to the Effective Date. In rendering its opinion, such counsel may rely on an opinion of 
NSMC’s general counsel with respect to foreign qualification of NSMC in paragraph (ii) and to 
the extent that such counsel feels justified upon certificates, affidavits or other documents signed by 
officers of NSMC with respect to any facts necessary to enable such counsel to give its opinion. 

(b) No action or proceeding before a court or any other governmental agency or body 
shall have been instituted or threatened to restrain or prohibit the consummation of the merger and 
no governmental agency or body shall have taken any other action or made any request of Inter¬ 
state or the Subsidiaries as a result of which they deem it inadvisable to proceed with the 

transaction. 

(c) Except for changes in the ordinary course of business or as otherwise contemplated or 
permitted by this Agreement, the representations and warranties of NSMC herein contained shall 
be true on and as of the Effective Date with the same effect as though all such representations 
and warranties had been made on and as of such date; each and all of the agreements of NSMC 
to be performed on or before the Effective Date pursuant to the terms hereof shall have been 
duly performed; and NSMC shall have delivered to Interstate a certificate dated the Effective 
Date and signed by an officer of NSMC to both such effects. 

(d) No material adverse change in the financial condition or business of NSMC shall 
have occurred and NSMC shall not "have suffered any material loss or damage to any of its 
properties, or assets, whether or not covered by insurance, since May 31, 1969, which change, 
loss or damage materially affects or impairs the ability of NSMC to conduct its business. 

(e) Interstate shall have received a letter, satisfactory to it, from Peat, Marwick, Mitchell 
& Co. to the effect that on the basis of a limited review, but not an audit, of the latest avail¬ 
able unaudited interim financial statements of NSMC and its subsidiaries, consultations with respon¬ 
sible officers of NSMC and other specified procedures and inquiries (including all such procedures 
as they consider necessary under the circumstances in connection with such limited review), they 
have no reason to believe that the unaudited interim financial statements of NSMC as of May 31, 
19P9. and for the nine months then ended, were not prepared in accordance with accounting 
principles and practices consistent with those followed in the preparation of the August 31, 
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1968 audited financial statements or that any material adjustments of such unaudited interim 
financial statements arc required for a fair presentation of the results of operations of NSMC 
and its subsidiaries or that during the period from May 31, 1969 to a specified date not more 
than five business days prior to the Effective Date there has been any material adverse change 
in the financial position or results of operations of NSMC and its subsidiaries taken as a whole. 

(f) The stockholders of Interstate shall have approved the merger transaction described 
herein. 

(g) The stockholders of NSMC shall have approved an amendment to its Articles of 
Incorporation increasing the number of shares of authorized Common Stock to 7,500,000 shares 
and shall have approved the merger transaction described herein. 

(h) Interstate shall have received copies of the charters and by-laws of NSMC and each of 
its subsidiaries, certified by their respective Secretaries. 

(i) Interstate shall have received from its counsel, Messrs. Lord, Bisscll & Brook an opinion 
to the effect that the transactions contemplated by this Agreement will not result in the realization 
of taxable income to the stockholders of Interstate except with respect to fractional interests sold. 

(j) The transactions contemplated herein shall have been consummated on or before 
November 28, 1969. 

(k) The average of the bid prices of NSMC Common Stock on the over-the-counter market 
as reported by the National Quotation Bureau Incorporated for the 20 business days prior to the 
Effective Date (or if the NSMC Common Stock shall be at the time listed on a national stock 
exchange then the average of the closing prices of such stock for the 20 trading days prior to the 
Effective Date) shall not be less than $39.50 per share. 

10 In addition to any other rights accruing to the Interstate Stockholders as a result of this 
Agreement it is agreed that any Interstate Stockholder may participate in the registered distribu¬ 
tion provided for and described in paragraphs 2(c) and 2(f) of Exhibit B to the extent set forth in 
Exhibit C attached hereto and made a part hereof and may have the same rights and obligations 
with respect to his participation as a Principal Stockholder described therein. In the event that any 
stockholder of Interstate has not entered into an agreement with NSMC substantially in the form as 
set forth in Exhibit C, all rights or claims of such stockholder in and to a future registration shall 
lapse and become of no further effect. 

11. From and after the Effective Date none of the executive employees of Interstate shall 
(except those continuing in the employ of the Surviving Corporation and in the case of such 
employees none of them shall subsequent to the termination of their employ) retain in any manner or 
form any customer lists or other confidential written information, trade secrets or innovations of any 
kind relating to the business of Interstate nor will any of such persons divulge at any time such 
customer lists or written confidential information or other confidential information to persons other 
than directors, officers or employees of NSMC or its subsidiaries. 

12. Any notice or communication required or permitted hereunder shall be sufficiently given 
if sent by first class mail, postage prepaid, and if to Interstate addressed to it at 175 West Jackson, 
Chicaco, Illinois 60604. attention Cameron Brown, President, with a copy thereof to Messrs. 
Lord, Bisscll & Brook. 135 South LaSalle Street, Chicago, Illinois 60603; and if to NSMC, addressed 
to it at 345 Park Avenue, New York, New York 10017, marked for the attention of the Secretary, 
with a copy thereof to Messrs. White & Case , 14 Wall Street, New York, New York 10005. 

13. This Agreement and the rights of the parties hereunder may not be assigned (except 
by operation of law) and shall be binding upon and shall inure to the benefit of the parties hereto 
and their successors. 

14 This Agreement and the Exhibits hereto and the documents delivered pursuant hereto 
constitute the entire acreemcnt and understanding between Interstate and NSMC and supersedes 
anv prior aerccment and understanding relating to the subject matter of this Agreement. 

15. This Agreement may be executed simultaneously in two or more counterparts, each of 
whicb shall be deemed an original and all of which together shall constitute but one and the same 
instrument. 
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16. Whether or not the transaction herein contemplated shall be consummated, NSMC will 
pay the fees, expenses and disbursements of NSMC and its counsel in connection with the subject 
matter of this Agreement and any amendments thereto and all other costs and expenses incurred 
by NSMC in performance and compliance with all conditions to be performed by it under this 
Agreement and Interstate will pay the fees, expenses and disbursements of Interstate and its counsel 
in connection with the subject matter of this Agreement and any amendments thereto and all other 
costs and expenses incurred by Interstate in performance and compliance with all of the conditions 
to be performed by it under this Agreement. 

17. This Agreement shall be construed and interpreted in accordance with the laws of the 
State of New York. 

18. Anything herein to the contrary notwithstanding and notwithstanding any stockholder vote 
of approval of this Agreement and the merger provided herein, this Agreement may be terminated and 
abandoned by mutual consent of the Boards of Directors of NSMC and Interstate at any time prior 
to the Effective Date and the Board of Directors of any party may waive any of the conditions 
to the obligations of such party under this Agreement. 

In Witness Whereof, NSMC and Interstate have caused their corporate names to be hereunto 
subscribed and their corporate seals to be hereunto affixed by their officers thereunto duly authorized and 
Interstate has caused this Agreement to be executed by a majority of its Directors and its corporate seal 
to be affixed hereto, all as of the day and year first above written. 


[Corporate Seal] 


National Student Marketing Corporation 

By s/ Cortes W. Randell 
Cortes W. Randell 

President 


Attest: 


John Glandon Davies 
John Glandon Davies 

Secretary 


Interstate National Corporation 


[Corporate Seal] 


By s/ Cameron Brown 
Cameron Brown 

President 


Attest: 


s/ Paul E. Allison 
Paul E. Allison 

Secretary 
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S/ 

Paul E. Allison 
Paul E. Allison 

s/ 

William J. Bach 
William J. Bach 

S/ 

Louis W. Biegler 
Louis W. Biegler 

s/ 

Baird Brown 
Baird Brown 

s/ 

Cameron Brown 
Cameron Brown 

s/ 

Glenn Kemp 
Glenn Kemp 

s/ 

Max E. Meyer 
Max E. Meyer 

s/ 

Robert P. Tate 
Robert P. Tate 

s/ 

P. A. Washburn 
P. A. Washburn 


Being a majority of the Board of Director* 
of Interstate National Corporation. 

Attest: 

s / Paul E. Allison 

Paul E. Allison 


Y/3 7) 


Secretary 
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EXHIBIT A 


ARTICLES OF MERGER 

Pursuant to Sections 68 and 71 of the District of Columbia Business Corporation Act, the under¬ 
signed hereby certify: 

1. A conformed copy of the Agreement and Plan of Merger between National Student Market¬ 
ing Corporation (“NSMC”) and Interstate National Corporation (“Interstate") dated as of August 
13, 1969 is attached hereto as Exhibit A and is hereby incorporated herein by reference. 

2. The authorized capital stock of NSMC consists of 7,500,000 shares of Common Stock, par 

value $.01 per share, of which shares arc issued and outstanding. 

3 The authorized capital stock of Interstate consists of 2,000,000 shares of Common Stock, 
par value $1 per share, and 1,000,000 shares of Preferred Stock, without par value, issuable in one 
or more Series, of which 700,000 shares of Common Stock and 27,000 shares of Series A Con¬ 
vertible Preferred Stock are issued and outstanding. 

4. The shareholders of NSMC, a District of Columbia corporation, approved and adopted 
the Agreement and Plan of Merger at a Special Meeting of Shareholders held on September , 1969. 
The results of the vote were as follows: 

For Iht Plan Against the P jan 

Shares Shares 

5. The shareholders of Interstate, a Nevada corporation, approved and adopted the Agree¬ 
ment and Plan of Merger at a Special Meeting of Shareholders held on September , 1969. The 
results of the vote were as follows: 

For (he Plan Against th« Plan 

Shares Shares 

In Witness Whereof, these articles have been signed this day of September, 1969. 

National Student Marketing Corporation 


[Corporate Seal] 


By 


President 


Attest: 

By 


Secretary 


Interstate National Corporation 


By 


President 


[Corporate Seal] 

Attest: 

By 


Secretary 
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PRINCIPAL STOCKHOLDERS AGREEMENT 
AGREEMENT, dated as of September 8, 1969, between National Student Marketing Corpo¬ 
ration, a District of Columbia corporation (herein called “NSMC”) and the stockholders of Interstate 
National Corporation listed on the signature page hereof (herein collectively called “Principal Stock¬ 
holders” and individually “Principal Stockholder”). 

WITNESSETH! 

Whereas, the Principal Stockholders, who are holders of record and beneficially of shares of Common 
Stock, par value $1 per share (herein called “Interstate Shares”), (each share of Interstate Series A 
Convertible Preferred Stock being deemed for the purposes of this agreement to be 20 shares of Interstate 
Common Stock), of Interstate National Corporation, a Nevada corporation (herein called “Interstate”), 
wish to induce NSMC to consummate an Agreement and Plan of Merger between NSMC and Interstate 
dated August 13, 1969 (herein called the “Agreement and Plan of Merger"), providing for the merger 
of Interstate into NSMC in a transaction which would cause the stock of each Interstate stockholder to be 
converted into shares of Common Stock, par value $.025 per share, of NSMC and NSMC wishes to 
consummate the transactions provided for in the Agreement and Plan of Merger subject to the satisfaction 
of the conditions contained therein including among others the execution and delivery by the Principal 
Stockholders of this Agreement. 

Now, Therefore, NSMC and the Principal Stockholders, severally and not jointly, agree: 

1. The Principal Stockholders represent, warrant and agree that: 

(a) They are the record and beneficial owners of the number of Interstate Shares set 
opposite their names below. 

(b) Each Principal Stockholder is at the date hereof the lawful owner of the Interstate Shares 
set opposite his name below and will, on the Effective Date of the merger as provided in the 
Agreement and Plan of Merger, be the lawful owner of all the Interstate Shares sedrfpposite his 
name below, in each case free and clear of all liens, encumbrances, options to purchart and other 
claims of every kind, except for possible contingent claims resulting from an Escrow Agreement 
dated May 31, 1969 between certain Principal Stockholders and Interstate, and all such Interstate 
Shares have been validly issued and are outstanding, fully paid and not liable to any further call 
or assessment. 

(c) Each Principal Stockholder has full legal right, power and authority to enter into this 
Agreement, to make the representations, warranties and agreements contained herein. 

2. (a) Each Principal Stockholder further represents and agrees that he has not directly or 
indirectly offered or disposed of or attempted to offer or dispose of any of the shares of NSMC 
Common Stock to be received by him in conjunction with the merger transaction and that he is not 
acquiring the shares of NSMC Common Stock pursuant to the Agreement and Plan of Merger with 
a view to the sale, distribution or other disposition thereof except as permitted by paragraphs (d) 
and (e) of Rule 133 under the Securities Act of 1933. The Principal Stockholders understand 
that NSMC is relying upon the truth and accuracy of the foregoing representation for issuing the 
Commor Slock to the Principal Stockholders without first registering such NSMC Common Stock 
under the Securities Act of 1933. Each Principal Stockholder will and does hereby indemnify 
and hold harmless NSMC against all liabilities, costs and expenses, including reasonable attorneys’ 
fees, incurred by NSMC as a result of any sale or distribution by such Principal Stockholder of 
such Common Stock in violation of such Act. All certificates representing NSMC Common Stock 
issued pursuant to this Agreement will contain a legend in the following form: “The transfer or 
pledge of the shares represented by this Certificate is subject to the provisions of an Agreement 
between the holder hereof and National Student Marketing Corporation dated as of September 
8, 1969.” 

(bl Each Principal Stockholder agrees that, prior to any transfer or disposition of any shares 
of NSMC Common Stock, such Principal Stockholder will give written notice to NSMC expressing 
his intention to effect such transfer or disposition and describing briefly the manner of the proposed 
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transfer or disposition of such shares of NSMC Common Stock. Promptly upon receiving such 
notice, NSMC shall present copies thereof to its counsel and the provisions of the following sub¬ 
divisions shall apply: 

(i) If in the opinion of such counsel the proposed transfer or disposition docs not require 
registration of such shares of NSMC Common Stock under the Securities Act of 1933, as then in 
force or any similar Federal statute then in force (of which opinion NSMC will notify such 
Principal Stockholder as promptly as practicable) or, if such Principal Stockholder shall have 
received a no-action letter from the Securities and Exchange Commission (a copy of which he 
shall have furnished to NSMC) such Principal Stockholder shall upon receipt of such opinion 
from NSMC or upon the furnishing of such copy to NSMC, as the case may be, be entitled to 
transfer or dispose of such shares in accordance with the terms of the notice delivered by him 
to NSMC. 

(ii) If in the opinion of such counsel the proposed transfer or disposition requires such 
registration of such shares of NSMC Common Stock, such Principal Stockholder shall Dot pro¬ 
ceed with such transfer or disposition unless and until NSMC shall have registered the same; pro¬ 
vided, however, that NSMC shall be under no obligation to register any such shares except as 
hereinafter provided. 

(c) In the case of any proposed registration prior to the end of one year next succeeding the 
Effective Date of Common Stock of NSMC on Form S-l under the Securities Act of 1933 as then 
in effect or any similar Federal statute then in effect, NSMC shall send a written notice of such 
intended registration to each of the Principal Stockholders by first class mail, postage prepaid, 
at his respective address appearing on the stock records of NSMC. If within 20 days after the 
mailing of such notice any Principal Stockholder shall mail a written request, which shall be 
received by NSMC within 25 days after the mailing of the notice of an intended registration, 
requesting the registration of up to 25 percent of the shares received by him pursuant to the 
Agreement and Plan of Merger and held by him, NSMC shall include such shares as he shall 
specify in the filing of such registration and will use its best efforts to cause such registration 
statement to become effective as soon as practicable thereafter. 

(d) In addition to the foregoing, in the case of any such proposed registration in the twelve 
months next succeeding such first anniversary date, notice shall be similarly given and such Principal 
Stockholder may request the registration of such shares as he may desire provided that in the 
aggregate he will not have disposed of in excess of 50 percent of the shares received by him 
pursuant hereto and NSMC shall include such shares as he shall specify in the filing of such regis¬ 
tration and will use its best efforts to cause such registration statement tc become effective as soon as 
practicable thereafter. Further, in the case of any such proposed registration on or prior to August 
31. 1973, notice shall be similarly given and such Principal Stockholder may request the registration 
of such additional shares as he may desire and NSMC will include such shares as he shall specify in 
the filing of such registration and will use its best efforts to cause such registration statement to 
become effective as soon as practicable thereafter. 

(e) It is understood and agreed that, in the event of any registration of shares of NSMC 
Common Stock pursuant to paragraph 2(c) or 2(d) which involves an underwriter and in which 
underwriting the Principal Stockholders have elected not to participate upon filing such registration, 
NSMC may delay the delivery of prospectuses to the Principal Stockholders for a period not in excess 
of 60 days from the effective date of such registration statement provided, however, that if any NSMC 
stockholder whose shares are registered for offering from time to time is entitled to receive delivery 
of prospectuses earlier, the Principal Stockholders shall similarly receive such prospectuses. 

(f) In the event that prior to March 31, 1970 NSMC shall not have filed a registration 
statement on Form S-l, the holders of NSMC Common Stock received by the Principal Stock¬ 
holders wishing to transfer or dispose of at least 60,000 shares of the aggregate of such shares, 
may thereafter request in writing the registration of such shares of NSMC Common Stock. 
Upon receipt of any such request for registration, NSMC will, within six months thereafter, 
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file a registration statement and will use its best cITorts to cause such registration statement to become 
clTcctive as soon as practicable thereafter. 

(g) In the event of any registration pursuant to this paragraph 2, NSMC shall indemnify 
such Principal Stockholders against all losses, claims, damages and liabilities caused by any 
untrue statement of a material fact contained in the registration statement or prospectus (and 
as amended or supplemented if NSMC shall have furnished any amendments or supplement* 
thereto), or caused by any omission to state therein a material fact required to be stated therein 
or necessary to make the statements therein not misleading, except in so far as such losses, claims, 
damages or liabilities arc caused by any untrue statement of a material fact contained in, or any 
material fact omitted from, information furnished in writing to NSMC by any Principal Stock¬ 
holder expressly for use therein. It shall be a condition precedent to any right of registration 
under this paragraph 2 that each Principal Stockholder requesting registration shall furnish to 
NSMC in writing such information as shall be reasonably requested by NSMC for use in any 
such registration statement or prospectus and shall agree in writing to indemnify NSMC, it* 
directors and officers, and each person, if any, who controls NSMC within the meaning of 
Section 15 of the Securities Act of 1933, as amended, and any underwriter for NSMC against 
all losses, claims, damages and liabilities caused by any untrue statement of a material fact 
contained in, or any material fact omitted from, information so furnished in writing by such 
Principal Stockholder. The expenses relating to any registration statements referred to in para¬ 
graph 2(c), 2(d) or 2(f) including, without limitation, registration fees, printing costs and fees and 
disbursements of counsel and independent accountants shall be borne by NSMC. The portion 
of any Underwriter’s compensation payable by the Principal Stockholders requesting registration 
shall be the New York Stock Exchange commission rate on round lot transactions. NSMC 
will use its best efforts to qualify such shares for sale under the laws of such states as shall be reason¬ 
ably requested by the Stockholders provided, however, that NSMC shall not be required to qualify 
as a foreign corporation in any jurisdiction where it has not heretofore been qualified. NSMC shall 
not be required to maintain a current prospectus more than six months (or such longer period as may 
be mutually agreed upon) after the effective date of an;’ registration statement pursuant to this 
paragraph 2. NSMC will furnish to the Principal Stockholders such copies as the Principal Stock¬ 
holders may reasonably request of each prospectus and each amendment or supplement thereto 
included in such registration statement. 

(h) Notwithstanding the foregoing provisions of this paragraph 2 each Principal Stockholder 
agrees that he will not dispose of any shares of NSMC Common Stock if in the opinion 
of NSMC’s independent public accountants, Peat, Marwick, Mitchell & Co., or a comparable 
national accounting firm, such disposition will result in the accounting treatment of the transaction 
contemplated by the Agreement and Plan of Merger being other than a “pooling of interests”. 

3. In the event that any shares are registered and sold pursuant to paragraph 2(c) or 
2(f) hereof at a price per share which is less than the lesser of the price per share of NSMC Common 
Stock as determined in paragraph 3(c) of the Agreement and Plan of Merger or $45, an additional 
number of shares of NSMC Common Stock will be issued to the Principal Stockholders, the number of 
such shares being determined by multiplying the difference between that price and • jeh public offering 
price by the number of shares to be sold and dividing that product by the public offering price. For 
the purposes of the calculations provided for in this paragraph 3 the public offering price shall be (i) 
if an underwriter is involved, the sales price to the public less an amount equal to the New York 
Stock Exchange commission rate on round lot transactions received by the Principal Stockholders 
from such underwriter or (ii) if no underwriter is involved, the average of the closing bid prices as 
reported by the National Quotation Bureau Incorporated for the fourteen trading days after the 
delivery of a prospectus to the Stockholders or if the NSMC Common Stock shall be at the time listed 
on a national stock exchange then the average of the closing prices of such stock for the fourteen 
trading days after the delivery of a prospectus. The Principal Stockholders agree that in the event 
that NSMC shall, in connection with a registration filed pursuant to paragraph 2(c) or 2(f) hereof, 
file a registration which includes shares of the Principal Stockholders and negotiate a price per share 
with an underwriter in con- ction with a public distribution of stock by NSMC, such Principal 
Stockholders will participate at the price so negotiated. 

3 // 
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4. The representations, warranties and agreements made in this Agreement by each of the 
Principal Stockholders shall survive the execution and delivery of this Agreement, the consummation 
of the merger as provided in the Agreement and Plan of Merger and the exchange of Interstate Shares 
for NSMC Shares by each of the Principal Stockholders pursuant thereto. Each Principal Stock¬ 
holder, severally and not jointly, agrees to indemnify NSMC against all claims, damage and loss 
caused by a breach by such Principal Stockholder of any of the representations, warranties or 
agreements contained herein. 

5. This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and 
the successors of NSMC and the successors, and legal representatives and assigns of each of the 
Principal Stockholders. The rights of the parties hereunder may not be assigned, except that the 
rights of NSMC may be assigned in connection with a sale of substantially all of its assets or any 
merger to which it is a party. 

6. This Agreement shall be governed by and construed in accordance with the laws of the State 
of New York. 

7. This Agreement may be executed simultaneously in one or more counterparts, each of 
which shall be deemed an original, but all of which together shall constitute one and the same 
instrument. 

In Witness Whereof, each of the Principal Stockholders has hereunto affixed his signature and 
NSMC has caused its corporate name to be hereunto subscribed and its corporate seal to be hereunto 
affixed by its officers thereunto duly authorized the day and year first above written. 

Int erstate Shares__ 

Series A Convertible 
Common Preferred 

Stock Slock Name of Stockholder 


17,038 

4,320 

11,446 

1,624 

3,090 

12,400 

1,544 


813 


5,470 


Paul E. Allison 


Alice S. Bach 


William J. Bach 


Robert Bird and Joen B. Bird 


The Biegler Foundation 


Louis W. Biegler 


Louis W. Biegler & his Successors in Tr. 
Trustee of the Barry Lee Biegler Tr. 


YY) 


Louis W. Biegler & his Successors in Tr. 
Trustee of the William Louis Biegler Tr. 



1.544 
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Series A Convertible 
Common Preferred 

Slock Stock 


Name of Stockholder 


1,236 


1,236 


4,262 

100 

16,066 

10,454 

12,282 

2,100 

8,648 

398 

6,180 

6,798 

1,240 

1,240 

3,130 

3,130 


2,843 


11,508 


2,843 


271 


Bernice S. Biegler 4 her Successors in Tr. 
Trustee of the Barry Lee Biegler Tr. 


Bernice S. Biegler 4 her Successors in Tr. 
Trustee of the William Louis Biegler Tr. 


Baird Brown 


Baird Brown Foundation 


Cameron Brown 


Cameron Brown Foundation 


Alan J. Carey 


Croplands Inc. 


Geo. F. Brown 4 Sons, Inc. 


Donald E. Jeffers and Marion D. Jeffers 


Glenn Kemp 


Rozanne P. Kemp 


Robert Martin and Beth K. Martin 


Max E. Meyer 


Max E. Meyer, as Trustee of Trust A 


Max E. Meyer, as Trustee of Trust B 

5 0 y 
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Name of Stockholder 


1,030 

1,030 

420 

420 

412 

3,842 

4,060 

23,152 

5,700 

2,771 

1,473 

12,476 


3,252 


Max E. Meyer, as Trustee of Trust D 


Max E. Meyer, as Trustee of Trust R 


Max E. Meyer, Trustee for Deborah S. Brown 


Max E. Meyer, Trustee for Reid L. Brown 


Kingman Reid 


Catherine C. Tate, Life Tenant 
V. W. William Gordon Cole 


Catherine C. Tate 


Robert P. Tate 


Tate-Dooley Trust 
K. Robert Dooley, Trustee 


Ellen T. Dooley 


K. Robert Dooley 
1*rude & Co. 


P. A. Washburn 

National Student Marketing Corporation 


Attest: 


By 


President 


s (rtb 


Secretary 
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STOCKHOLDERS’ POWER OF ATTORNEY 

Power of Attorney dated as of , 1969, between the undersigned and Paul E. 

Allison and William J. Bach. 

In order to participate in the first registered offering of common stock of National Student Marketing 
Corporation (“NSMC”) pursuant to the provisions of the Agreement and Plan of Merger ("Plan") 
dated as of August 13, 1969 by and among NSMC and Interstate National Corporation ("Interstate"), 
the undersigned hereby agrees as follows: 

I. Appointment of Representatives 

A. The undersigned hereby irrevocably makes, constitutes and appoints Paul E. Allison and 
William J. Bach and either one of them of Bloomington, Illinois as the undersigned’s Representatives, 
to act as his agents and attorneys-in-fact and in the name and on behalf of the undersigned to: 

1. In the event of an underwritten registered offering: 

(a) Agree with the underwriters upon the price at which the common stock of NSMC 
shall be sold for the account of the undersigned, as well as upon all other terms of the sale 
to the underwriters and the reoffering by them; provided, however, that the Representatives 
arc instructed to accept whatever offering price per share the former principal Interstate 
stockholders agree to accept for any stock that they are selling to such underwriters; 

(b) Execute an underwriting agreement pursuant to which the shares will be sold; 

(c) Execute and deliver such documents and take such action as may be appropriate 
in registering the shares being sold by the undersigned hereunder with the Securities and 
Exchange Commission and in registering or qualifying such shares under the Securities or 
Blue Sky Laws of such states of the United States as the Representatives may determine; 

(d) Execute any and all documents necessary or expedient in effecting the sale of the 
shares being sold by the undersigned hereunder; 

(e) Cause The Riggs National Bank of Washington, as agent for the Undersigned, to 
receive and receipt for the proceeds from the sale of such shares and to pay for the account 
of the undersigned the expenses of such sale chargeable to the undersigned, including but not 
limited to all stock transfer taxes; 

(f) Cause to be made any and all transfers on the books of NSMC with respect to 
the Interstate Common Stock represented by certificates delivered herewith in order to effect 
the conversion of such stock into NSMC stock pursuant to the merger and for that purpose to 
execute in the name of the undersigned stock powers necessary to carry out such transfers; 

tg) Cause to be made any and all transfers on the books of NSMC with respect to 
the NSMC common stock received in conversion of the Interstate common stock referred 
to in subparagraph (f) above in order to effect such sale and deliver certificates for the shares 
of NSMC to or on the order of the underwriters or their nominee or nominees and for that 
purpose to execute in the name of the undersigned stock powers necessary to carry out such 
transfers; 

(h) Retain legal counsel and other agents and employees in connection with all matters 
and things set forth or referred to herein; 

(i) Otherwise act for and in the name and on behalf of the undersigned with respect to 
the transactions described herein as fully as the undersigned could if then personally present 
and acting, or 
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2. In the event it is determined that there will be an offering not involving an underwriter, 
promptly to return such shares to the undersigned whereupon the undersigned shall be entitled 
to sell such registered shares in the open market from time to time at such time and price as may be 
determined by the undersigned; provided, however, that the undersigned shall use his best efforts to 
maximize the price to be received. 

In the event that any such sale is at a price so as to effectuate the guarantee as provided in 
Paragraph 3 of Exhibit B to the Plan, the undersigned shall have the right to receive additional 
shares as provided in Paragraph 3 upon presentation of evidence of such price to NSMC in writing 
within thirty (30) days of such sale. 


B. The Representatives shall not personally be liable for any action taken or omitted to be 
taken (i) in good faith and believed by them to be authorized or within the discretion or rights or powers 
herein conferred upon them or (ii) in reliance on opinion of counsel. The undersigned agrees to 
indemnify and hold harmless the Representatives from all costs and expenses of every nature and kind 
incurred in the performance of this Power of Attorney or arising from any of the transactions con¬ 
templated herein. 

C. The undersigned hereby authorizes the Representatives to make, execute, acknowledge and 
deliver (i) any contracts, orders, receipts, instructions, and letters of transmittal to the transfer agent 
of NSMC’s common stock, and (ii) any assurances, communications and reports to the Securities 
and Exchange Commission which may be requisite or proper for effecting the registration of shares 
under the Securities Act of 1933 and the sale of shares pursuant thereto. 

II. Deposit and Sale of Shares 

A. The undersigned agrees to sell to the Underwriters for rcoflering by them the number of shares 
of NSMC Common Stock representing a percentage as indicated by him on the signature page hereof 
(not in excess of 25% ) of the undersigned’s NSMC Common Stock received pursuant to the merger. The 
undersigned agrees that if the application of the percent designated by him to his NSMC Common Stock 
holdings does not result in a whole number, then the number of shares which the undersigned agrees to 
sell to the Underwriters may be rounded up to the nearest whole share. This Power of Attorney shall not 
become effective unless the undersigned shall have executed and mailed it to the Representatives within 
20 days after the mailing of the accompanying notice from NSMC of a proposed registration of NSMC 
Common Stock and unless the Representatives shall have received this executed Power of Attorney within 
25 days after the mailing of such notice from NSMC. 

B The undersigned delivers herewith to the Representatives certificates (which should not be 
endorsed) representing all of the shares of stock of Interstate which the undersigned owns. Said 
certificates arc being delivered for the purpose of enabling the Representatives to (i) complete the 
conversion referred to in Paragraph (I)(A)(l)(f) hereof; and (ii) complete the sale, pursuant to the 
powers hereby granted, of the number of shares which the undersigned has agiecd to sell. The certificates 
arc listed on the last page hereof. Certificates for the NSMC shares in excess of the shares to be sold 
hereunder shall be delivered on the expiration of 60 days after the Effective Date of the Registration 
Statement except as provided in Paragraph (0(A)(2) hereof. The undersigned agrees not to sell 
any of such excess shares until the expiration of said 60 day period. 


III. Representations. 

The undersigned hereby represents and warrants that he is the record owner of the shares of 
Interstate deposited herewith; that at the date of the closing pursuant to which an underwriter will 
purchase sueh shares, the undersigned will have good title to the shares to be sold to him. free and clear 
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of any liens, encumbrances, equities and claims, and full legal right, capacity and power, and all 
authorization and approval required by law, to sell, transfer and deliver such shares; and that the 
undersigned has full legal right, capacity and power to enter into this Power of Attorney and an under¬ 
writing agreement. The undersigned agrees to furnish to the Representatives such evidence as may be 
reasonably requested by them as to title and the power to sell such shares. 

IV. Termination oj Agreement 

This Power of Attorney and all authority hereby conferred is granted and conferred subject to 
the interests of any underwriters and the other stockholders who may become parties to an underwriting 
agreement. In consideration of said interests and similar deposits by the other stockholders, for the 
purpose of completing the transactions contemplated by this Power of Attorney, the Power of Attorney 
granted hereby shall be irrevocable prior to March 31. 1970 and shall not be terminated prior thereto 
by any act of the undersigned or by operation of law. If, after execution hereof and prior to March 31, 
1970. the undersigned shall die or become incapacitated, or any other event shall occur, the Repre¬ 
sentatives arc nevertheless authorized and directed to complete all of the transactions authorized hereby 
as if such death or incapacity had not occurred and regardless of any notice thereof. After March 31, 
iy70 the Power of Attorney granted hereby shall terminate only upon receipt by the Representatives of 
written revocation thereof, except that in any event such Power of Attorney snail automatically terminate 
on October 31, 1970. Notwithstanding the foregoing, in the event that NSMC shall give notice of an 
intended registration pursuant to the terms of Section II (A) above and such registration shall not have 
been filed within a period of 60 days thereafter, this Power of Attorney shall terminate. Upon termination 
of this Power of Attorney, the Representatives shall account for and deliver to the undersigned such assets 
as are then held by the Representatives for the account of the undersigned. 

V Miscellaneous A greements 

A. The undersigned agrees to pay his pro-rata share of any expenses incurred in connection with 
the sale contemplated hereby other than such expenses including, without limitation, registration fees, 
printing costs and fees and disbursements of counsel and independent accountants which shall be borne 
by NSMC pursuant to paragraph 2(g) of the Plan. NSMC agrees to pay any and all expenses of Riggs 
National Bank of Washington incurred as Exchange Agent pursuant to the Plan or as NSMC’s Transfer 
Agent pursuant hereto. The portion of the Underwriters’ compensation payable by shareholders selling 
shares pursuant to this Power of Attorney shall be the New York Stock Exchange commission rate on 
round lot transactions. 

B The undersigned understands that under certain conditions no purchase of shares by under¬ 
writers may be consummated. Accordingly, the undersigned acknowledges that there is no commitment 
on the part of anyone to purchase the shares tendered by the undersigned. 

C. As used herein, the singular form as appropriate shall be deemed to include the plural and 
the masculine form as appropriate shall be deemed to include the feminine. 

In Witness Whereof, the undersigned has signed this Power of Attorney as of the date first above 
written 

Number of Sharci of Percent of NSMC Stock 

Signature of Stockholder Inlentale Stock Ownad to be Sold 


Signature Guaranteed by 
(Bank or Broker) 
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State of 
County of 

I, , a Notary Public in and for the State and County aforesaid, 

do hereby certify that , personally known to me to be the same 

person whose name is subscribed to the foregoing Power of Attorney, appeared before me this day in 
person and signed and r calcd the said Power of Attorney as his free and voluntary act, for the uses and 
purposes therein set forth. 

Given under my hand and seal this day of , 1969. 



Notary Public 


My Commission expires: 


The certificate(s) representing shares of common stock of Interstate delivered herewith to the 
Representatives by the above Interstate Stockholder pursuant to this Power of Attorney are identified 
as follows: 


Common Sbart 
Certificate Numbers 


Number of Shares 


The undersigned Representatives hereby acknowledge receipt of the certificates above identified, to 
be held and disposed of pursuant to the Directions in the foregoing Power of Attorney, this day of 
, 1969. 


4 
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SCHEDULE D 

AGREEMENT AND PLAN OF MERGER dated the 11th day of June, 1969 by and between 
National Student Marketing Corporation, a District of Columbia corporation (“NSMC”), and 
Five-Dollar-A-Day Tours, Inc., a New York corporation (‘•Tours ,, ). 

WITNESSETH: 

Whereas, the respective Boards of Directors of NSMC and Tours deem it advisable for the general 
welfare and advantage of the respective corporations and their shareholders that Tours be merged into 
NSMC pursuant to this Agreement and the applicable laws of the District of Columbia and the State 
of New York; and 

Whereas, NSMC will incorporate a new subsidiary (“New Tours”) and pass, on or before Novem¬ 
ber 1, 1969, to such subsidiary all of the assets of Tours; and 

Whereas, to effect such merger Tours will be merged ..ito NSMC and the holders of Tours Common 
Stock (the “Stockholders”) will receive in exchange for their shares of Tours Common Stock, without 
par value (“Tours Stock”), 242,675 shares of NSMC Common Stock; and 

Whereas, Tours and NSMC have been unable to agree upon the value of Tours and have agreed 
that such value is a factor of the earnings of New Tours during the period from November 1, 1969 
through October 31, 1972; and 

Whereas, in order to establish that value Tours and NSMC desire to provide that a portion of the 
shares of NSMC Common Stock to be received in connection with the merger will be deposited by the 
Stockholders in escrow to be returned to NSMC if earnings of Tours do not reach certain levels as 
herein set forth; 

Now, Therefore, in consideration of the mutual agreements and conditions herein contained, 
NSMC and Tours hereby agree each with the other, in accordance with the applicable laws of the District 
of Columbia and the State of New York, that Tours shall be merged into NSMC (which in its capacity 
as the surviving corporation is sometimes hereinafter called the “Surviving Corporation”), and the terms 
and conditions of the merger and the mode of carrying them into effect are and shall be as follows: 

1. 'When this Agreement and the transactions contemplated hereby have been approved and 
the Articles of Merger, substantially in the form attached hereto as Exhibit A-l, required by Sections 
68 and 71 of the Business Corporation Act of the District of Columbia have been filed in accord¬ 
ance with the provisions of such Law, and the Certificate of Merger, substantially in the form 
attached hereto as Exhibit A-2, required by Section 907 of the New York Business Corporation 
Law has been filed in accordance with the provisions of such Law, the separate existence of Tours 
shall cease and it shall be merged into NSMC. The date on which such recording and filing have 
been completed and the transaction contemplated hereby becomes effective shall be known as the 
“Effective Date.” 

2. The laws which are to govern the Surviving Corporation are the laws of the District of 
Columbia The Articles of Incorporation of NSMC shall, on the Effective Date, be the Articles of 
Incorporation of the Surviving Corporation, from and after the Effective Date, subject always to the 
right of the Surviving Corporation to amend its Articles of Incorporation in accordance with the 
laws of the District of Columbia. The By-Laws of the Surviving Corporation shall be the By-Laws 
of NSMC as in effect on the Effective Date, until changed or amended as provided therein. 

3. (a) On the Effective Date, NSMC will issue and deliver to the Stockholders 242,675 shares 
of NSMC Common Stock. 

(b) Immediately upon receipt of the shares as set forth in paragraph (a) above, the Stock¬ 
holders will deliver to The Riggs National Bank of Washington, as Escrow Agent pursuant to an 

ft st) 




E 2 l J 3 

Government 'a Exhibit 25 

Uscrow Agreement, substantially in the form and substance of Exhibit B hereto (the Escrow 
Agreement"), 73,500 shares of NSMC Common Stock (the “Fund A Escrowed Shares") and 
49,000 shares of NSMC Common Stock (the “Fund B Escrowed Shares"), the Fund A Escrowed 
Shares to be released from escrow and delivered to the Stockholders in whose names such shares 
arc registered, as follows: 

(i) with respect to the year ending October 31, 1970, a number of shares of NSMC 
Common Stock equal in value to the amount, if any, by which New Tours After Tax Earnings 
(as After Tax Earnings are defined in Exhibit C hereto) for such period exceeds the greater of 
(x) $145,000 or (y) After Tax Earnings for the twelve months ending October 31, 1969, 
whichever is greater, multiplied by 10; 

(ii) with respect to the year ending October 31, 1971, a number of shares of NSMC 
Common Stock equal in value to the amount, if any, by which New Tours’ After Tax Earnings 
for such period exceeds the greater of (x) $145,000 or (y) 1969 or 1970 After Tax Earnings, 
whichever is greater, multiplied by 10; 

(iii) with respect to the year ending October 31, 1972, a number of shares of NSMC 
Common Stock equal in value to the amount, if any, by which New Tours’ After Tax Earnings 
for such period exceeds the greater of (x) $145,000 or (y) 1969, 1970 or 1971 After Tax 
Earnings, whichever is greatest, multiplied by 10; 

provided, however, that if the After Tax Earnings for the thirty-six months ended October 31, 1972 
aggregate $900,000 or more and the Fund A Escrowed Shares have not theretofore all been 
released pursuant to the provisions of this paragraph 3(b), the balance of the Fund A Escrowed 
Shares not otherwise restricted under the terms of the Escrow Agreement shall then be released to 
the Stockholders at a rate determined by dividing the remainder of $3,160,500 less the value of the 
Fund A Escrowed Shares theretofore released by the average of the bid prices of NSMC Common 
Stock on the over-the-counter market as reported by the National Quotation Bureau Incorporated 
for the 30 business days prior to October 31, 1972 or if the NSMC Common Stock shall be at the 
time listed on a national stock exchange then the mean average of the closing prices of such stock 
for the 30 trading days prior to October 31, 1972. The Fund B Escrowed Shares shall be released 
as set forth in paragraph 13 hereof. 

The value of NSMC Common Stock upon which the number of shares to be issued pursuant 
to this paragraph 3(b) shall be determined is the average of the bid prices of NSMC Common 
Stock on the over-the-counter market as reported by the National Quotation Bureau Incorporated 
for the 30 business days prior to issuance or if the NSMC Common Stock shall be at the time 
listed on a national stock exchange then the mean average of the closing prices of such stock 
for the 30 trading days prior to the closing provided for herein. Any shares required by this 
paragraph 3(b) to be released to the Stockholders shall be so released within thirty days following 
the date of issuance of the accountant's report referred to in Exhibit C hereto, which date shall 
in no event be more than 120 days after the end of the relevant period, the number of shares 
and the date of issuance being subject to adjustment as provided in the Escrow Agreement and 
herein. Any shares required to be released pursuant to this paragraph 3(b) shall, notwith¬ 
standing any provision of this Agreement or the Escrow Agreement to the contrary, be released 
within 5 years after the Effective Date. 

(c) On the Effective Date, and as a result of the merger of Tours into NSMC, NSMC will 
deliver to the Stockholders all shares of NSMC Common Stock as set forth in paragraph 3(a) 
hereof. The shares of NSMC Common Stock to be issued or released pursuant to this para¬ 
graph 3 shall be apportioned among the Stockholders in the same proportion as the number of 
shares of Tours Stock owned by each Stockholder on the Effective Date bears to the total number 
of shares of Tours Stock owned by all the Stockholders. No fractional shares or scrip will be issued 
by NSMC, and fractional interests of each Stockholder will be increased or decreased to the nearest 
whole share. 

(k-2) 
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(d) In the event that, prior to any issuance and delivery of shares of NSMC Common Stock 
to the Stockholders pursuant hereto, the outstanding shares of NSMC Common Stock shall have 
been, without fair consideration, increased, decreased, changed into or exchanged for a different 
number or kind of shares or securities through .corganization, recapitalization, reclassification, stock 
dividend, stock split, or other like changes in NSMC’s capitalization, then an appropriate and pro¬ 
portionate adjustment shall be made in the number and kind of shares of NSMC Common Stock 
to be thereafter delivered to the Stockholders hereunder. Upon any such event, determination of 
the value of the NSMC Common Stock for purposes of paragraph 3(b) shall be appropriately 
and proportionately adjusted. 

4. Except as provided herein, upon the merger becoming effective, all the rights, privileges, 
powers and franchises and all property and assets of every kind and description of Tours and 
NSMC, including, without limitation, trade names, licenses and registrations, and the good will 
relating to any of the foregoing, shall be vested in and be held and enjoyed by NSMC as the 
Surviving Corporation, without further act or deed, and all the estates and interests of every kind 
of Tours and NSMC, including all debts due to any of them on whatever account, shall be as 
effectually the property of the Surviving Corporation as they were of Tours and NSMC, and the 
title to any real estate vested by deed or otherwise in Tours and NSMC shall not revert or be in 
any way impaired by reason of the merger; and all rights of creditors and all liens upon any property 
of Tours and NSMC shall be preserved unimpaired, and all debts, liabilities and duties of Tours 
and NSMC shall thenceforth attach to NSMC as the Surviving Corporation and may be enforced 
against it to the same extent as if said debts, liabilities and duties had been incurred or contracted 
by it. 

5. NSMC and the Stockholders agree to execute and deliver the Escrow Agreement on the 
Effective Date. 

6. Tours represents, warrants and agrees as follows: 

(a) Tours is a corporation duly organized and validly existing in good standing under the 
laws of the State of New York with the power to own its property and to carry on its business 
as now being conducted, and there is no jurisdiction in which the character of the properties owned 
or the nature of the business conducted by it makes qualification as a foreign corporation 
necessary. 

(b) Tours owns all or portions of the following subsidiaries (collectively the “Subsidiaries”): 

Jurisdiction of 

Name Incorporation % Owned 

Hotel Maatschappij Nievuwe Looiersstraat N.V.*. Netherlands 50% 

Sightseeing International Ltd. Great Britain 30% 

The 20th of January, 1969 Corp.*. Denmark 100% 

* Doing business as Hotel Arthur Frommer. 

Tours owns the percentage of the issued and outstanding shares of each of the Subsidiaries 
set forth above. Each of the Subsidiaries is a corporation duly organized, validly existing and in 
good standing under the laws of its jurisdiction of incorporation, and has the requisite corporate 
power and authority to own its property and to carry on its business as now being conducted 
and is duly qualified and in good standing as a foreign corporation in each jurisdiction where, 
to the knowledge of the officers of the respective Subsidiaries, the nature of the property owned 
or the business transacted by it make such qualification necessary. Tours has good and marketable 
title to the percentage ownership of the Subsidiaries, free and clear of any mortgage, pledge, lien, 
charge or encumbrance, or other rights in third persons to purchase any shares thereof except 
as heretofore disclosed in writing to NSMC. All of the shares of the Subsidiaries are duly and 
validly issued and are fully paid and non-assessable. 
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(c) The authorized capital stock of Tours consists of 200 shares of Common Stock, without 
par value, of which 105 shares arc issued and outstanding. Such issued shares have been validly 
authorized and issued and arc fully paid and ,ion-assessable, subject to Section 630 of the New 
York Business Corporation Law. Except as heretofore disclosed in writing to NSMC or as set 
forth in the Schedules annexed hereto, Tours has no outstanding options, warrants or other rights, 
calls or commitments to purchase capital stock of Tours, and there are no outstanding options, 
warrants, rights, calls, commitments, conversion rights, plans or other agreements of any character 
providing for the purchase of any authorized but unissued Tours shares. Prior to the Effective 
Date, Tours will not authorize any increase in the number of shares of its authorized capital stock 
or issue any options or rights to subscribe for or purchase shares of its capital stock. 

(d) Tours has delivered to NSMC a balance sheet of Tours as of October 31, 1968 and a 
Statement of Income for the twelve months then ended, certified by Haskins & Sells, independent 
accountants. Tours has also furnished NSMC with an unaudited balance sheet of Tours as of 
March 31, 1969 and a Statement of Income for the five months then ended, prepared by Joseph 
Klein & Company, accountants. Such financial statements are true and correct and have 
been prepared in accordance with generally accepted accounting principles consistently followed 
throughout the periods involved. The balance sheets fairly present the condition of Tours as 
of the dates thereof, and reflect all known claims against and debts and liabilities (including 
adequate provision for all taxes), fixed or contingent, as at the dates thereof, and the Income State¬ 
ments accurately present the results of the operations of Tours for the periods indicated, subject 
in the case of the five month statements to year-end audit adjustments. Neither such balance 
sheets nor such Income Statements contain any untrue statement of a material fact, or omit to 
state any material fact necessary in order to make the statements contained in this paragraph 
or therein not misleading. 

(e) Except for such claims, debts and liabilities as are reflected in the March 31, 1969 
balance sheet referred to in paragraph 6(d) above or as set forth in Exhibit D hereto, neither 
Tours nor any of its Subsidiaries has any outstanding indebtedness and none is subject to any 
claims or liabilities other than trade or business obligations incurred in the ordinary course of 
business. Without the prior written consent of NSMC, neither Tours nor any of its Subsidiaries 
will incur, prior to the Effective Date, any additional indebtedness for money borrowed or incur 
any liabilities other than in the ordinary course of business. 

(f) Since March 31, 1969, Tours has not issued, or declared or paid any dividend on, or 
declared or made any distribution on, or authorized the creation or issuance of, or effected any 
split-up or any recapitalization of, any of its stock of any class, or directly or indirectly redeemed, 
purchased or otherwise acquired any of its outstanding stock, or authorized or made any change 
in its Certificate of Incorporation or agreed to take any such action. 

(g) Tours has filed all requisite Federal income, payroll and excise tax returns and all 
appropriate state and local income, sales, payroll, personal property and franchise tax returns 
required to be filed by it and has paid all taxes and assessments (including interest or penalties) 
owed to the extent that such taxes and assessments have become payable. To the extent that such 
taxes and assessments and any subsequent tax liabilities have accrued but have not become 
payable, the full amounts thereof have been reflected as liabilities on its books. In addition, 
Tours has paid all taxes which would not require the filing of returns and which are required to 
be paid by it. The Federal income tax returns of Tours have been examined by the Internal 
Revenue Service for the fiscal year ending October 31, 1966 and no penalties have been asstjsed 
with respect thereto. 

(h) Neither Tours nor any of its Subsidiaries owns any real property. Both Tours and the 
Subsidiaries have good and marketable title to all personal and intangible property, including the 
personal and intangible property, reflected in the most recent balance sheet delivered pursuant 
to paragraph 6(d) above, with such changes in such personal and intangible property as have 
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been made since the date of such balance sheet, in the ordinary course of business. None of such 
personal and intangible property is subject (i) to a contract of sale, except inventory to be sold 
in the ordinary course of business or (ii) to mortgages, pledges, liens, encumbrances, security 
interests or charges of any kind or character except as disclosed in Exhibit E hereto. All buildings, 
structures and appurtenances and all machinery and equipment leased by Tours and the Subsid¬ 
iaries are in good operating condition and in a state of good maintenance and repair, and are 
adequate and suitable for the purposes for which they are presently being used. 

(i) Neither Tours nor the Subsidiaries hold under lease any real or personal property 
except as set forth in Exhibit E hereto. Each lease set forth in Exhibit E is in full force and 
effect; all rents and additional rents due to date on each such lease have been paid; in each case 
the lessee has been in peaceable possession since the commencement of the original term of such 
lease and is not in default thereunder and no waiver, indulgence or postponement of the lessee’s 
obligations thereunder has been granted by the lessor; and there exists no event, occurrence, 
condition or act which, with the giving of notice, the lapse of time or the happening of any 
further event or condition would become a default under any such lease. Neither Tours nor its 
Subsidiaries has violated any of the terms or conditions under any such lease in any material 
respect and all of the covenants to be performed by the lessee under each such lease have been 
fully performed. 

(j) Attached hereto as Exhibit F is a true and correct list of all policies of insurance of 
Tours and the Subsidiaries including the amounts thereof, in force as at the date hereof, and 
such policies are in full force and effect. Tours and the Subsidiaries will continue to maintain 
all of such policies or renewals thereof in full force and effect up to and including the Effective 
Date. 

(k) Tours does not own, possess, or have a license in respect of any trade secret, technical 
information, patent, patent right, application for patent, trademark, trade name, copyright, process 
or formula used in its business, except as set forth in Exhibit G. None of such trademarks and 
trade names have been registered in, filed in, or issued by any government office. Except as noted 
on such list, to the best knowledge and belief of the Tours’ officers, no trademark or trade name 
infringes on others, none is owned by or licensed to any other person, firm or corporation in 
the United States or elsewhere, no proceedings have been instituted or are pending or threatened 
which challenge the sole and exclusive ownership thereof by Tours and none is subject to any 
proceeding or action attacking or contesting its validity. Except as set forth in Exhibit G 
attached hereto, Tours has full right, title and ownership to its corporate name and any and all 
other names under which it does business. The Stockholders Agreement dated as of November 
27, 1961, among the Stockholders and referred to in Exhibit G hereto, relating to the Tours 
trade name will terminate on the Effective Date. To the best of its knowledge Tours possesses 
valid rights to use all trademarks, trade names, and all licenses now used and necessary to 
conduct its business as presently being conducted. 

(l) There are no actions, suits or proceedings pending or threatened against or affecting 
Tours or the Subsidiaries, at law or in equity, by or before any Federal, state or municipal court 
or other governmental department, commission, board, bureau, agency or instrumentality which 
might materially adversely affect the business and property of Tours or any of the Subsidiaries. 
Touts is not subject to any material liability by reason of a violation of any order, rule, or regu¬ 
lation of, or default with respect to any tax return or any other return or report payable to or 
required to be filed with, any Federal, state, municipal or other governmental agency, department, 
commission, bureau, board or instrumentality to which it is subject. 

(m) Neither Tours nor any of its Subsidiaries has any collective bargaining agreements 
with employees, executive employment agreements, executive compensation plans, employees’ 
pension or retirement plans or pension trusts, employees’ profit-sharing or bonus or stock purchase 
plans or any other similar agreements or plans, except as set forth in Exhibit H hereto. Between 
the date hereof and the Effective Date, Tours will not, without the written consent of NSMC, 
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make or agree to make any increase in the rate of wages, salaries, bonuses or other remuneration 
cf any executive employee or employees, or become a party to any employment contract or 
arrangement with any of its officers or employees other than contracts which arc terminable at will 
or subject to termination on not more than one month’s notice, or become a party to any contract 
or arrangement with any officers or employees providing for bonuses or profit-sharing payments, 
severance pay or retirement benefits. 

(n) Attached hereto as Exhibit I is a true and correct list of all outstanding contracts, 
agreements or understandings to which Tours is a party, except (i) those referred to elsewhere 
in this paragraph 6, and (ii) any contract, agreement or understanding involving an aggregate 
expenditure by Tours of less than $10,000. Neither Tours nor any other party to any such 
contract, agreement or understanding is in material default under the terms of any such contract, 
agreement or understanding. Except as set forth in Exhibit 1 hereto between the date hereof and 
the Effective Date, Tours will not, without the written consent of NSMC, make any changes or 
modifications in any such contracts, agreements or understandings, or incur any further obligations 
or surrender any rights thereunder, or make any further additions to its property or further •> 
purchases of equipment except such changes or modifications each in an amount less than 
$10,000, as are in the ordinary course of business or are necessary or appropriate to maintain 
their respective properties and equipment. Tours is not a party to any continuing contract for 
the future purchase of materials, supplies or equipment in excess of the requirements for its 
business as now being conducted. 

(o) lours is not subject to any order, judgment or decree with respect to its business or 
condition or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, 
instrument, order, judgment or decree which would prevent the consummation of the transactions 
contemplated hereunder, or compliance by Tours or the Stockholders with the terms, conditions 
and provisions hereof. 

(p) All outstanding accounts receivable (trade or other) of Tours, as set forth in the March 
31, 1969 balance sheet and in its books and records, are collectible except for 10 per cent of net 
bookings for future tours. 

(q) Since March 31, 1969 the business and properties of Tours have not been substantially 
adversely affected in any way as a result of any legislative or regulatory change, revocation of 
any license or right to do business, fire, explosion, accident, casualty, labor trouble, flood, 
drought, riot, storm, condemnation, or act of God or other public force or otherwise. 

(r) The copies of Tours’ Certificate of Incorporation and By-Laws, as amended to date, 
certified by its Secretary, heretofore delivered to NSMC, and of all instruments, agreements or 
other documents that may have been delivered to NSMC pursuant to the terms of this Agreement, 
arc and will be complete and correct as of the date hereof and as of the Effective Date. 

(s) Tours has maintained its books of account in the usual, regular and ordinary manner in 
accordance with generally accepted accounting principles applied on a consistent basis except 
as explained in Note 1 to the balance sheet dated October 31, 1968 referred to in paragraph 
6(d) hereof. 

(t) In the negotiations leading up to the transaction contemplated by this Agreement, 
neither the Stockholders nor Tours has retained or utilized the services of any broker or finder. 

(u) During the period from the date hereof to and including the Effective Date, Tours will 
conduct its business solely in the usual and ordinary manner and will refrain from any trans¬ 
actions not in the ordinary course of business unless the prior written consent of NSMC to such 
transactions has been obtained. 
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7. NSMC represents, warrants and agrees as follows: 

(a) NSMC is a corporation duly organized, validly existing and in good standing under the 
laws of the District of Columbia with the power to own its property and to carry on its business 
as now being conducted and is duly qualified and in good standing as a foreign corporation in 
the State of New York. 

(b) The authorized capital stock of NSMC consists of 3,000,000 shares of Common Stock, 
par value S.025 per share, and as of the date hereof 2,908,723 shares are outstanding. Such 
outstanding shares have been and the shares to be issued hereunder when issued for the considera¬ 
tion as set forth herein will be validly iss>- d and are or will be fully paid and non-assessable. 

(c) The consolidated financial 1 .cments of NSMC as at August 31, 1968 contained in its 
1968 Annual Report to Stockholders, certified by Peat, Marwick, Mitchell 4 Co., and the 
unaudited consolidated statement of earnings as reported to its shareholders for the six months 
ended February 28, 1969, prepared by NSMC are true and correct and fairly present the financial 
position of NSMC and its subsidiaries as of such dates, and the results of their operations for 
the periods then ended, subject in the case of the six month statement to year-end audit adjustments. 

(d) In the negotiations leading up to the transaction contemplated by this Agreement, 
except as heretofore set forth in jwriting to Tours, NSMC has not retained or otherwise utilized 
the services of any broker or finder. 

(e) The execution and performance of this Agreement by NSMC have been duly authorized 
by proper corporate action and such execution and performance are within its corporate powers. 

(f) NSMC will use its best efforts to hold, on or before September 28, 1969, a Special 
Meeting of Stockholders to consider and act upon the merger described herein and the officers of 
NSMC will use their best efforts to have its stockholders approve the transactions contemplated 
hereby. 

(g) There are no actions, suits or proceedings pending or threatened against or affecting 
NSMC or any of its subsidiaries at law or in equity, by or before any Federal, state or municipal 
court or other governmental department, commission, board, bureau, agency or instrumentality 
which might materially adversely affect the business and property of NSMC and its subsidiaries 
taken as a whole. NSMC is not subject to any material liability by reason of a violation of any 
order, rule, or regulation of, or default with respect to any tax return or any other return or report 
payable to or required to be filed with, any Federal, state, municipal or other governmental agency, 
department, commission, bureau, board or instrumentality to which it is subject. 

(h) NSMC is not subject to any order, judgment or decree with respect to its business or 
condition or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, 
instrument, order, judgment or decree which would prevent the consummation of the transactions 
contemplated hereunder, or compliance by NSMC with the terms, conditions and provisions hereof. 

(i) Since February 28, 1969 the business and properties of NSMC have not been substantially 
adversely affected in any way as a result of any legislative or regulatory change, revocation of 
any license or right to do business, fire, explosion, accident, casualty, labor trouble, flood, drought, 
riot, storm, condemnation, or act of God or other public force or otherwise. 

(j) On the date hereof, neither NSMC nor any of its subsidiaries competes with the opera¬ 
tions of Tours except to the extent that the operations of New England Travel Corporation, a 
Connecticut corporation, may be deemed to compete. 

8. NSMC and Tours agree as follows: 

(a) NSMC and its authorized representatives shall, from and after the date hereof, have 
full access to the properties and the books and records of every kind of Tours, and the officers 
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of Tours will furnish NSMC with such financial and operating data and other information as to 
the business and properties of Tours and copies of all documents referred to herein or in any 
list delivered hereunder, as NSMC shall from time to time request. The Stockholders will cause 
Tours and its officers and employees to comply with all of the conditions of this Agreement 
relating thereto. From and after the date hereof and prior to the Effective Date, the executive 
officers of Tours will consult with NSMC’s management with respect to the operations and man¬ 
agement of Tours. 

(b) Tours and NSMC each agrees to execute and deliver or cause to be executed and 
delivered such additional instruments as the other party may reasonably request for the purpose 
of carrying out this Agreement. 

(c) Tours agrees to and does hereby indemnify and hold harmless NSMC from and against 
any and all claims, losses, liabilities or expenses which may be asserted against NSMC or Tours 
by any broker or other person claiming any finder’s fee or commission by reason of services 
alleged to have been rendered for or at the instance of Tours or the Stockholders or any of them 
in respect to the execution of this Agreement or in respect to the merger contemplated by this 
Agreement. 

(d) NSMC agrees to and hereby does indemnify and^hold harmless Tours, New Tours 
and the Stockholders from and against any and all claims, losses, liabilities or expenses which 
may be asserted against or suffered by Tours, New Tours and the Stockholders by any broker 
or other person claiming any finder’s fee or commission by reason of services alleged to have been 
rendered for or at the instance of NSMC in respect to the execution of this Agreement or in respect 
to the merger contemplated by this Agreement. 

(c) NSMC agrees, in the event that the transactions as herein contemplated are not consum¬ 
mated as herein provided that NSMC will use its best efforts to keep confidential any information 
(unless readily ascertainable from public or published information or trade sources) obtained 
from Tours or the Stockholders concerning the properties, operations and business of Tours 
and will return to Tours any statements, documents or other written information obtained from 
Tours or the Stockholders in connection therewith. 

(f) The Stockholders agree to cooperate and use their best efforts to have the present 
officers, directors and employees of Tours cooperate with New Tours on and after the Effective 
Date in the collection of accounts and notes receiv ble owing to Tours on the Effective Date, 
and in furnishing information, evidence, testimony and other assistance in connection with any 
actions, proceedings, arrangements or disputes of any nature with respect to matters pertaining 
to all periods prior to the Effective Date. 

(g) NSMC agrees on or before the Effective Date to incorporate New Tours as a New York 
corporation and to pass to such subsidiary on or before November 1, 1969 all of the assets of 
Tours (including the stock of the Subsidiaries) acquired pursuant to the merger contemplated 
herein. NSMC agrees that the Certificate of Incorporation of New Tours, to the extent that may 
be required by having paragraph 8(i) included herein, will comply with Section 620(b) of the 
New York Business Corporation Law. 

(h) The Stockholders agree to use their best efforts to persuade all officers, directors and 
employees of Tours to remain in the employment of New Tours during the period after the 
Effective Date; the Stockholders will also use their best efforts to retain, preserve and maintain 
the business relations of Tours with its suppliers, customers and others. 

(i) After the Effective Date and as long as Arthur Frommer, one of the Tours Stockholders, 
is employed by New Tours and owns at least 25% of the NSMC Common Stock received by him 
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on the Effective Date pursuant to this Agreement, NSMC will (i) insure that Arthur Frommer has 
the right to determine the New Tours board of directors (to be seven in number), the appointment 
of New Tours olTiccrs and the operations in the ordinary course of business, provided, however, 
that (x) Cortes W. Randcll or his nominee is a director and that (y) the After Tax Earnings 
of New Tours have increased by $50,000 over that of the preceding year and (ii) nominate a 
representative of the Stockholders to serve on the NSMC Board of Directors. 

(j) After the date hereof and prior to the termination of the Escrow Agreement, NSMC 
and its subsidiaries will not engage (except to the extent that they engage in such businesses or 
services on the date hereof) in competing services with those of Tours, New Tours or the 
Subsidiaries, or acquire or merge with or be acquired by any other corporation offering such 
services. In the event of any breach of this provision, the balance of the Fund A Escrowed 
Shares will be forthwith delivered to the Stockholders. 

9. The obligations of NSMC to consummate the transactions herein contemplated shall be 
subject to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) NSMC shall have received from Messrs. Lowcnthal, Landau, Fischer & Weisinger, 
counsel for Tours, a favorable opinion, dated the Effective Date, in form and substance satis¬ 
factory to NSMC and its counsel, Messrs. White & Case, to the effect that (i) Tours is duly 
organized and existing in good standing under the laws of New York; (ii) Tours has the 
corporate power to carry on its business as then being conducted and there is no jurisdiction in 
the United States where, in the opinion of such counsel, the nature of the business transacted 
makes qualification as a foreign corporation necessary; (iii) each Subsidiary is duly organized 
and existing in good standing under the laws of their respective jurisdictions and each is duly, 
licensed or qualified to carry on its business as then being conducted; (iv) the authorized and 
outstanding capital stock of Tours is as represented in this Agreement, and the 105 outstanding 
shares have been duly and validly authorized and issued and are fully paid and non-assessable; 
(v) no provision of the Certificate of Incorporation, as amended, or the By-Laws of Tours or 
of any contract to which Tours is a party prevents the consummation of the transactions in the 
manner contemplated hereunder; (vi) to theffcest knowledge of such counsel, there are no out¬ 
standing options or agreements on the part of Tours to issue or sell any capital stock of Tours 
except as set forth in the Agreement; (vii) this Agreement and the Escrow Agreement have 
been duly executed and delivered by Tours and the Stockholders and each is the val ! d and 
binding obligation of each in accordance with its terms and any corporate action by Tours 
required in order to authorize the transactions herein contemplated has been taken; (viii) to 
the knowledge of such counsel, Tours is not engaged in or threatened with any legal action or 
other proceeding, nor has it incurred or been charged with any presently pending violation of 
any Federal, state or local law or administrative regulation, which would materially <*d tr '.y 
affect or impair the financial condition, business, operations, prospects, properties or assets of 
Tours; (ix) upon the Effective Date the Surviving Corporation will acquire all right, title and 
interest of Tours in and to the assets and properties thereof; (x) all other actions and proceedings 
required by law or this Agreement to be taken by Tours at or prior to the Effective Date in con¬ 
nection with this Agreement and the transactions provided for herein have been duly and validly 
taKen. and (xi) as to such other matters incident to the transactions contemplated hereby 
as NSMC and its counsel may reasonably request at or prior to the Effective Date. In rendering 
its opinion, such counsel may rely to the extent that such counsel fee. justified upon certificates, 
affidavits or other documents signed by officers of Tours with respect to any facts necessary to 
enable such counsel to give its opinion. 

(b) No action or proceeding before a court or any other governmental agency or body 
shall have been instituted or threatened to restrain or prohibit the merger and no governmental 
agency or body shall hav. taken any other action or made any request of NSMC as a result of 
" .ich ihe management of NSMC deems it inadvisable to proceed with the transaction. 
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(c) The representations and warranties of Tours and the Stockholders shall be true on and 
as of the Effective Date with the same effect as though all such representations and warranties 
had been made on and as of such date subject to changes in the ordinary course of Tours’ 
and the Subsidiaries’ business; each anu all of the agreements of Tours and the Stockholders to be 
performed on or before the Effective Date pursuant to the terms hereof shall have been duly 
performed; and Tours and the Stockholders shall have delivered to NSMC a certificate dated the 
Effective Date and signed by them or on their behalf to both such effects. 

(d) No material adverse change in the financial condition or business of Tours shall have 
occurred and Tours shall not have suffered any material loss or damage to any of its properties 
or assets, whether or not covered by insurance, since March 31, 1969, which change, loss or 
damage materially affects or impairs the ability of Tours to conduct its business. 

(c) The Stockholders shall have executed the Escrow Agreement substantially in the form 
attached hereto as Exhibit B. 

(f) NSMC shall have received a balance sheet of Tours as at June 30, 1969 Pnd a State¬ 
ment of Income for the eight months then ending prepared by Joseph Klein & Company, inde¬ 
pendent accountants, on a basis consistent with that applied to prior periods. Such financial 
statements shall reflect a net worth of at least $170,000 and net after tax earnings of not less 
than 570,000. In addition NSMC shall have received a separate balance sheet for each Sub¬ 
sidiary as at June 30, 1969. 

(g) The Stockholders of NSMC shall have (i) approved an amendment to its Certificate of 
Incorporation increasing the number of shares of authorized Common Stock, and (ii) approved 
the merger transaction described herein. In addition, the number of NSMC stockholders exercis¬ 
ing their rights as dissenting stockholders under Section 73 of the Business Corporation Act 
of the District of Columbia shall not have exceeded two percent of the outstanding shares of 
NSMC Common Stock. 

(h) NSMC shall have received the charters and by-laws of the Subsidiaries certified by 
their respective Secretaries. 

(i) The Effective Date shall be on or prior to October 31, 1969. 

(j) The merger of Frommer-Pasmantier Publishing Corporation into NSMC pursuant to 
an Agreement and Plan of Merger dated June 11, 1969 between Frommer-Pasmantier Publish¬ 
ing Corporation and NSMC shall be consummated simultaneously herewith. 

10. The obligation of Tours to consummate the transactions herein contemplated shall be 
subject to the fulfillment on or prior to the Effective Date of the 'following conditions: 

(a) Tours shall have received from Messrs. White & Case, counsel for NSMC, at NSMCs 
expense, a favorable opinion, dated the Effective Date, in form and substance satisfactory to 
Tours and to Tours’ counsel, Messrs. Lowenthal, Landau, Fischer & Weisinger to the effect that 
(i) NSMC is a corporation duly organized and validly existing in good standing under the laws 
of the District of Columbia and has the corporate power to carry on its business as then being 
conducted and is duly qualified and in good standing as a foreign corporation in the State of New 
York; (ii) New Tours is a corporation duly organized and validly existing in good standing 
under the laws of the State of New York; (iii) the shares of NSMC Common Stock delivered 
pursuant to this Agreement have been duly and validly authorized and issued and are fully paid 
and non-assessable; (iv) this Agreement has been duly executed and delivered by authorized 
officers of NSMC and is a valid obligation of NSMC legally binding upon it in accordance with 
its terms and any corporate action by NSMC required in order to authorize the transactions 

10 C/60) 
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herein contemplated has been taken; and (v) all other actions and proceedings required by law or 
this Agreement to be taken by NSMC at or prior to the Effective Date in connection with this 
Agreement and the transactions provided for herein have been duly and validly taken. 

(b) No action or proceeding before a court or any other governmental agency or body 
shall have been instituted or threatened to restrain or prohibit the consummation of the merger ar i 
no governmental agency or body shall have taken any other action or made any request of the 
Stockholders or Tours or the Subsidiaries as a result of which they deem it inadvisable to proceed 
with the transaction. 

(c) The representations and warranties of NSMC herein contained shall be true on and 
as of the Effective Date with the same effect as though all such representations and warranties 
had been made on and as of such date, subject to changes in the ordinary course of NSMC’s ‘ 
business; each and all of the agreements of NSMC to be performed on or before the Effective 
Date pursuant to the terms hereof shall have been duly performed; and NSMC shall have 
delivered to Tours a certificate dated the Effective Date and signed by an officer of NSMC to 
both such effects. 

(d) No material adverse change in the financial condition or business of NSMC shall have 
occurred and NSMC shall not have suffered any material loss or damage to any of its properties 
or assets, whether or not covered by insurance since February 28, 1969, which change, loss or 
damage materially affects or impairs the ability of NSMC to conduct its business. 

(e) The Effective Date shall be on or prior to October 31, 1969. 

(f) Tours shall have received from Messrs. Paul, Weiss, Goldberg, Rifkind, Wharton & 
Garrison an opinion to the effect that the merger contemplated hereby constitutes a reorganiza¬ 
tion within the meaning of Section 368(a)(1)(A) of the Internal Revenue Cede of 1954, as 
amended, and that no gain will be recognized by Tours or the Stockholders for Federal income 
tax purposes by reason of the receipt of NSMC Common Stock pursuant to the transactions 
contemplated herein. 

(g) The obligations under the Pre-Incorporation Agreement, dated June 21, 1967, among 
Tours and KLM Royal Dutch Airlines shall have been specifically assumed by NSMC. 

(h) The merger of Frommer-Pasmantier Publishing Corporation into NSMC pursuant to an 
Agreement and Plan of Merger dated June 11, 1969 between Frommer-Pasmantier Publishing 
Corporation and NSMC shall be consummated simultaneously herewith. 

11. The Stockholders agree jointly and severally to indemnify and hold harmless NSMC from 
and against all claims, liabilities, losses, costs, damages or expenses (including without limitation 
reasonable counsel fees incurred in litigation or otherwise) arising out of or sustained by NSMC 
due to any breach of any representation, warranty or agreement of Tours or the Stockholders 
contained herein or in any certificate, schedule, exhibit or writing relating to or delivered pursuant 
hereto. To the extent that any item for which NSMC claims indemnification pursuant to this 
paragraph 11 adversely affects New Tours After Tax Earnings so as to reduce the number of 
shares to be released to the Stockholders pursuant to paragraph 3(b) hereof, the obligation 
hereunder shall be correspondingly reduced by the aggregate value of the NSMC Common Stock 
(valuing such shares at the price determined in paragraph 3(b)) not delivered to the Stock¬ 
holders by reason thereof. Any remaining amounts which may become due and payable to 
NSMC pursuant to this paragraph 11 shall next be satisfied by returning to NSMC shares of 
NSMC Common Stock from escrow (valuing such shares at the mean average of the bid prices 
for the 30 days preceding the return date or, if shares of NSMC Common Stock are then 
traded on a national securities exchange, at the average of the closing prices for the 30 days 
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preceding the return date). Any portion of any claim by NSMC under this paragraph 11 which 
shall thereafter remain unsatisfied shall be satisfied by returning to NSMC shares of NSMC 
Common Stock delivered to the Stockholders pursuant to this Agreement (valuing such shares 
at the mean average of the bid prices for the 30 days preceding the date on which they were 
received by the Stockholders or, if shares of NSMC Common Stock were then traded on a 
national securities exchange, at the average of the closing prices for the 30 days preceding the date 
on which such shares were received by the Stockholders). Thereafter NSMC may pursue any and 
all other rights and remedies which it may have either at law or in equity to obtain satisfaction 
of any such claim under this paragraph 11. NSMC shall promptly notify the Stockholders of any 
claim that it may have under this paragraph 11. Notwithstanding any of the provisions of this 
Agreement to the contrary. Tours and the Stockholders shall be liable hereunder only to the extent 
that such liabilities exceed $5,000. 

12. (a) Each Stockholder further represents and agrees that he has not directly or indirectly 
offered or disposed of or attempted to offer or dispose of any of the shares of NSMC Common 
Stock and that he is acquiring the shares of NSMC Common Stock pursuant to this Agreement 
solely for investmsn'. and not with a view to the sale, distribution or other disposition thereof. The 
Stockholders \ndcrsund that NSMC is relying upon the truth and accuracy of the foregoing 
representation fo* - issuing the Common Stock to the Stockholders without first registering such 
NSMC Common Stock under the Securities Act of 1933. Each Stockholder will and does hereby 
indemnify and hold harmless NSMC against all liabilities, costs and expenses, including reasonable 
attorneys’ fees, incurred by NSMC as a result of any sale or distribution by such Stockholder of 
such Common Stock in violation of such Act. All certificates representing NSMC Common Stock 
issued pursuant to this Agreement will contain a legend in the following form: "The transfer or 
pledge of the shares represented by this Certificate are subject to the provisions of an Agreement 
beween the holder hereof and National Student Marketing Corporation dated as of June 11, 1969." 

(b) Each Stockholder agrees that; prior to any transfer or disposition of any shares of NSMC 
Common Stock, such Stockholder will give written notice to NSMC expressing his intention to 
effect such transfer or disposition and describing briefly the manner of the proposed transfer or 
disposition of such shares of NSMC Common Stock. Promptly upon receiving such notice, NSMC 
shall present copies thereof to its counsel and the provisions of the following subdivisions shall apply: 

(i) If in the opinion of such counsel the proposed transfer or disposition does not require 
registration of such shares of NSMC Common Stock under the Securities Act of 1933, as then in 
force or any similar Federal statute then in force (of which opinion NSMC will notify such 
Stockholder as promptly as practicable) or, if such Stockholder shall have received a no-action 
letter from the Securities and Exchange Commission (a copy of which he shall have furnished 
to NSMC) such Stockholder shall upon receipt of such opinion from NSMC or upon the furnish¬ 
ing of such copy to NSMC, as the case may be, be entitled to transfer or dispose of such shares 
in accordance with the terms of the notice delivered by him to NSMC. 

(ii) If in the opinion of such counsel the proposed transfer or disposition requires such 
registration of such shares of NSMC Common Stock, such Stockholder shall not proceed with 
such transfer or disposition unless and until NSMC shall have registered the same; provided, 
however, that NSMC shall be under no obligation to register any such shares except as herein¬ 
after provided. 

(c) In the case of any proposed registration prior to August 31, 1970 of Common Stock of 
NSMC on Form S-l under the Securities Act of 1933 as then in effect or any similar Federal 
statute then in effect, at least 25 days prior to filing a registration statement for such stock NSMC 
shall send a written notice of such intended registration to each of the Stockholders by first class 
mail, postage prepaid, at their respective addresses appearing on the stock records of NSMC. If 
within 20 days after the mailing of such notice any Stockholder shall request in writing the registration 
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of up to 25 percent of the shares received by him pursuant hereto and held by him, NSMC shall 
include such shares as he shall specify in the filing of such registration and will use its best efforts 
to cause such registration statement to become effective as soon as practicable thereafter. In addition 
to the foregoing, in the case of any proposed registration in the twelve months next succeeding 
August 31, 1970, notice shall be similarly given and such Stockholder may request the registration 
of such additional shares as he may desire provided that in the aggregate he will not have disposed 
of in excess of 50 percent of the shares received by him pursuant hereto, NSMC shall include 
such shares as he shall specify in the filing of such registration and will use its best efforts to cause 
such registration statement to become effective as soon as practicable thereafter. Further, in the 
ease of any proposed registration on or prior to August 31, 1973, notice shall be similarly given 
and such Stockholder may request the registration of such additional shares as he may desire and 
NSMC will include such share; as he shall specify in the filing of such registration and will use its 
best efforts to cause such registration statement to become effective as soon as practicable thereafter. 
It is understood and agreed that, in the event of any registration of shares of NSMC Common 
Stock pursuant to this ’paragraph 12(c), NSMC may delay the delivery of prospectuses to the 
Stockholders for a period not in excess of 60 days from the effective date of such registration 
statement. 

(d) In the event that prior to the end of the twenty-four months next succeeding the Effective 
Date NSMC shall not have filed two registration statements on Form S-l, or in the alternative 
shall not have filed one such registration statement following which all of the Fund B Escrowed 
Shares arc released or delivered from escrow as set forth in paragraph 13 hereof the holders of a 
majority of the shares of NSMC Common Stock received by the Stockholders wishing to transfer 
or dispose of such shares, may thereafter request in writing the registration o' such shares of NSMC 
Common Stock. Upon receipt of any such request for registration, NSMC will, within six months 
thereafter, file a registration statement (at the Stockholders’ expense) and will use its best efforts 
to cause such registration statement to become effective as soon as practicable thereafter. In the 
event of any registration under this paragraph 12(d) NSMC will keep such registration statement 
effective (except as hereinafter provided) during the period of distribution of such shares by the 
Stockholders, will take such action (at the Stockholders’ expense) as may be required to permit sales 
of such shares under the securities or “Blue Sky” laws of such states or jurisdictions as the Stock¬ 
holders may reasonably request, and will furnish to the Stockholders such copies as the Stockholders 
may reasonably request of each prospectus and each amendment or supplement thereto included 
in such registration statement 

(e) In the event that prior to the end of the twenty-four months next succeeding receipt 
by the Stockholders of the last Escrowed Shares to be released under the Escrow Agreement, NSMC 
shall not have filed a Registration Statement on Form S-l in which the Stockholders have had an 
opportunity to participate, the holders of a majority of the shares of NSMC Common Stock received 
by the Stockholders wishing to transfer or dispose of such shares, may thereafter request in writing 
the registration of such shares of NSMC Common Stock. Upon receipt of any such request for 
registration, NSMC will, within twelve months thereafter, file a registration statement (at the 
Stockholders’ expense) and will use its best efforts to cause such registration statement to become 
effective as soon as practicable thereafter. In the event of any registration under this paragraph 
12(e) NSMC will keep such registration statement effective (except as hereinafter provided) during 
the period of distribution of such shares by the Stockholders, will take such action (at the Stock¬ 
holders’ expense) as may be required to permit sales of such shares under the securities or “Blue 
Sky" laws of such states or jurisdictions as the Stockholders may reasonably request, and will fur¬ 
nish to the Stockholders such copies as the Stockholders may reasonably request of each prospectus 
and each amendment or supplement thereto included in such registration statement. 

(f) In the event of any registration pursuant to this paragraph 12, NSMC shall indemnify 
such Stockholders against all losses, claims, damages and liabilities caused by any untrue statement 
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cf a material fact contained in the registration statement or prospectus (and as amended or supple¬ 
mented if NSMC shall have furnished any amendments or supplements thereto), or caused by any 
omission to state therein a material fact required to be stated therein or necessary to make the 
statements therein not misleading, except in so far as such losses, claims, damages or liabilities are 
caused by any untrue statement of a material fact contained in, or any material fact omitted from, 
information furnished in writing to NSMC by any Stockholder expressly for use therein. It shall be 
a condition precedent to any right of registration under this paragraph 12 that each Stockholder 
requesting registration shall furnish to NSMC in writing such information as shall be reasonably 
requested by NSMC for use in any such registration statement or prospectus and shall agree in 
writing to indemnify NSMC, its directors and officers, and each person, if any, who controls NSMC 
within the meaning of Section 15 of the Securities Act of 1933, as amended, and any underwriter 
for NSMC against all losses, claims, damages and liabilities caused by any untrue statement of a 
material fact contained in, or any material fact omitted from, information so furnished in writing 
by such Stockholder. The expenses in connection with any registration under paragraphs 12(d) and 
(c) including, without limitation, registration fees, printing costs and fees and disbursements of coun¬ 
sel and independent accountants, shall be borne by the persons or entities registering stock thereunder 
in the same proportion as the number of shares being registered by each bears to the total number 
of shares being registered. Tire expenses relating to any registration statements referred to in 
paragraph 12(c) including, without limitation, registration fees, printing costs and fees and dis¬ 
bursements of counsel and independent accountants shall be borne by NSMC. NSMC shall not 
be required to maintain a current prospectus more than nine months (or such longer period as may 
be mutually agreed upon) after the date of filing any registration statement pursuant to this 
paragraph 12. 

(g) Notwithstanding the foregoing provisions of this paragraph 12 each Stockholder agrees 
that he will not dispose of any shares of NSMC Common Stock if in the opinion of NSMCs 
independent public acountants, Peat, Marwick, Mitchell & Co., or a comparable national account¬ 
ing firm such disposition will result in the accounting treatment of the transaction contemplated 
by this Agreement being other than a “pooling of interests”. 

13. In the event that any shares are registered and sold pursuant to paragraph 12(c) or 12(d) 
hereof at a price per share which is less than $43, Fund B Escrowed Shares will be released to 
the Stockholders, the number of such shares so released being determined by multiplying the differ¬ 
ence between $43 and such public offering price by the number of shares to be sold and dividing 
that product by the public offering price. For the purposes of the calculations provided for in 
this paragraph 13, the public offering price shall be the price received by the Stockholders from 
an underwriter if an underwriter is involved or shall be the average of the closing bid prices as 
reported by the National Quotation Bureau Incorporated for the fourteen trading days after the 
delivery of a prospectus to the Stockholders or if the NSMC Common Stock shall be at the time 
listed on a national stock exchange then the average of the closing prices of such stock for the 14 
trading days after the delivery of a prospectus if no underwriter is involved. To the extent that 
any registration is filed pursuant to the provisions of paragraph 12(c) hereof and the Stockholders 
elect not to participate in such registration, the number of shares covered by this paragraph 13 
shall be reduced by the number of shares which would have been received had the shares been 
registered at a price less than $43. In addition in the event that at the time of any such registration the 
price of the NSMC Common Stock is in excess of $43 per share, the number of shares covered by this 
paragraph 13 shall be reduced by the number of shares equal in value to the public offering price 
of such registration multiplied by the number of shares registered or which could have been registered 
by the Stockholders at such time divided by $43. 

14. The representations, warranties and agreements of the parties made herein shall survive 
the consummation of the transactions contemplated by this Agreement and shall remain in full 
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force and effect thereafter for a period of three years and one month. It is understood and agreed 
-that the liability of the Stockholders as among themselves with respect to representations, warranties 
anil agreements contained in this Agreement shall be in proportion to the shares of NSMC Common 
Stock received by them pursuant to the provisions of this Agreement. 

15. From and after the Effective Date none of the Stockholders shall (except those continuing 
in the employ of New Tours and in the case of such Stockholders none of them shall subsequent to the 
termination of their employ) retain in any manner or form any customer lists or other confidential 
written information, trade secrets or innovations of any kind relating to the business of Tours nor 
will any of such Stockholders divulge at any time any such customer lists or written confidential 
information or other confidential information to persons other than directors, officers or employees 
of New Tours, NSMC or its subsidiaries. 


16. Any notice or communication required or permitted hereunder shall be sufficiently given 
if sent by first class mail, postage prepaid, and if to the Stockholders addressed to each at the 
address on the stock transfer records maintained by NSMC’s Transfer Agent, with a copy thereof 
to Messrs. Lowenthal, Landau, Fischer & Weisingcr, 250 Park Avenue, New York, New York; and 
if to NSMC, addressed to it 345 Park Avenue, New York, New York 10017, marked for the atten¬ 
tion of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, New York, 
New York 10005. 

17. This Agreement and the rights of the Stockholders hereunder may not be assigned (except 
by operation of law) and shall be binding upon and shall inure to the benefit of the parties hereto 
and successors of NSMC and Tours. 


18. This Agreement and the Hxhibits hereto and the documents delivered pursuant hereto * 
constitute the entire agreement and understanding among the Stockholders, Tours and NSMC and 
supersedes any prior agreement and understanding relating to the subject matter of this Agreement. 

19. This Agreement may be executed simultaneously in two or more counterparts, each of 
which shall be deemed an original and all of which together shall constitute but one and the same 
instrument. 


20. Whether or not the transaction herein contemplated shall be consummated, NSMC will 
pay the fees, expenses and disbursements of NSMC and its counsel in connection with the subject 
matter of this Agreement and any amendments thereto and all other costs and expenses incurred 
by NSMC in performance and compliance with all conditions to be performed by it under this 
Agreement. In addition. Tours or New Tours will pay directly to Lowenthal, Landau, Fischer Sc 
Weisingcr the first SI 5,000 of legal fees, expenses and disbursements incurred by Tours in connection 
with the subject matter of this Agreement and any amendments thereto. All other costs or expenses 
in excess of the first $15,000 of legal fees shall be the obligation of the Stockholders. 

21. This Agreement shall be construed and interpreted in accordance with the laws of the 
State of New York. 

22. Anything herein to the contrary notwithstanding and notwithstanding any stockholder vote 
of approval of this Agreement andjhe merger provided herein, this Agreement may be terminated 
and abandoned by mutual consent of the Board of Directors of both NSMC and Tours at any time 
prior to the Effective Date. 
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In Witness Whereof, Tours and NSMC have caused their corporate names to be hereunto sub¬ 
scribed and their corporate seals to be hereunto affixed by their officers thereunto duly authorized the 
day and year first above written. 


National Student Marketing Corporation 


By Cortes W. Randell 


President 


(Corporate Seal] 

Attest: 

John Glandon Davies 

Secretary 


(Corporate Seal] 


Five-Dollar-A-Day Tours, Inc. 


By Arthur Frommer 

Attest: 

Elliott S. Kanbar 

Secretary 

Confirmed and agreed to this 11th day of June 1969. 

Stockholders 


Arthur Frommer 


Arthur Frommer 


Elliott S. Kanbar 


Elliott S. Kanbar 


Jules Klar 


Jules Klar 


16 



Edwart J. Landau 
Edward J. Landau 









E 310 

Government's Exhibit 25 
ARTICLES OF MERGER 


EXHIBIT A-l 


Pursuant to Sections 68 and 71 of the District of Columbia Business Corporation Act, the under¬ 
signed hereby certify: 

(1) A conformed copy of the Agreement and P'nn of Merger between National Student 
Marketing Corporation (‘•NSMC") and Fivc-Dollar-a-Day Tours, Inc. (‘ Tours”) dated June 11, 
1969 is attached hereto as Exhibit A and incorporated herein by reference. 

(2) The authorized capital stock of NSMC consists of shares of Common Stock, 

par value $ 025 per share, of which shares are issued and outstanding. 

(3) The authorized capital stock of Tours consists of 200 shares of Common Stock, without 
par value, of which 105 shares arc issued and outstanding. 

(4) The shareholders of NSMC, a District of Columbia corporation, approved and adopted 
the Agreement and Plan of Merger at a Special Meeting of Shareholders held on , 1969. The 
results of the vote were as follows: 


For the Plan 


Shares 


Against the Pirn 

Shares 


(5) The shareholders of Tours, a New York corporation, approved and adopted the Agree¬ 
ment and Plan of Merger at a Special Meeting of Shareholders held on June , 1969. The resjlts 
of the vote were as follows: 

For tbt Plan Against Che Plan 

Shares Shares 


In Witness Whereof, these articles have been signed this day of , 1969. 

National Student Mat-ketino Corporation 

By ... 

President 


[Corporate Seal] 
Attest: 

By . 


[Corporate Seal] 
Attest: 


Secretary 


Five-Dollar-A-Day Tours, Inc. 


By 


President 


By 


Secretary 


1 ft 67) 
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CERTIFICATE OF MERGER 

OF 

FIVE-D OLLAR-A-DAY TOURS, INC. 

AND 

NATIONAL STUDENT MARKETING CORPORATION 

INTO 

NATIONAL STUDENT MARKETING CORPORATION 

(Under Section 907 of the Business Corporation Law) 


The undersigned hereby certify: 

(1) The name of the constituent corporation to be merged is Five Dollar-a-Day Tours, Inc., 
(“Tours”) and the name of the surviving corporation is National StudenC Marketing Corporation 
("NSMC”). 

(2) The outstanding capital stock of NSMC consists of shares of voting Common 

Stock, par value $.025 per share. The outstanding capital stock of Tours consists of 200 shares of 
voting Common Stock, without par value. 

(3) The Agreement and Plan of Merger was approved by the Board of Directors of Tours at 

a meeting held on , 1969 and authorized by vote of the holders of two-thirds of all 

outstanding shares of Tours entitled to vote at a Special Meeting of Shareholders held on June 

, 1969. 

M) The Agreement and Plan of Merger was approved by the Board of Directors and the 
Shareh alders of NSMC in compliance with the applicable provisions of the laws of the District 
of Columbia. The laws of the District of Columbia permit the merger herein effected. 

(5) The Certificate of Incorporation of Tours, a domestic corporation, was filed by the Depart¬ 
ment of State on November 29, 1961. NSMC, the surviving corporation, was incorporated under 
the laws of the District of Columbia on May 20, 1966. It filed its application for authority to do 
business in the State of New York on April 3, 1968. 

% 

(6) NSMC hereby agrees that NSMC may be served with process in New York in any action 
or special proceeding for the enforcement of any liability or obligation of any constituent corpora¬ 
tion previously amenable to suit in New York and for the enforcement under the Business 
Corporation Law of the right of shareholders of any constituent corporation to receive payment 
for their shares against NSMC as the surviving corporation. 

(7) NSMC agrees that subject to the provisions of Section 623 of the Business Corporation 
Law, it will promptly pay to the shareholders of Tours the amount, if any, to which they shall be 
entitled under the provisions of the Business Corporation Law relating to the rights of shareholder! 
to receive payment for their shares. 

(8) NSMC hereby designates the Secretary of State as its agent upon whom process against 
it may be served in the manner set forth in paragraph (b) of Section 306 of the Business Corpora- 

Y/67) 
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tion Law in any action or special proceeding described in paragraph (6) hereof. The Secretary 
of State shall mail a copy of any such process to the following address: 

National Student Marketing Corporation 
1100 Connecticut Avenue N.W. 

Washington, D.C. 

(9) The Plan of Merger has not been abandoned. 

Dated, , 1969 


National Student Marketing Corporation 


By 


President 


Secretary 

Five-Dollar-A-Day Tours, Inc. 

By . 

President 

Secretary 


(no) 


2 
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EXHIBIT B 


ESCROW AGREEMENT 

AGREEMENT, dated October , 1969 among National Student Marketing Corporation, 
a District of Columbia corporation (“NSMC”); Arthur Frommer, Elliott Kanbar, Jules Klar and 
Edward J. Landau (collectively the “Stockholders”), the holders of all of the outstanding capital 
stock of Five-Dollar-A-Day Tours, Inc., a New York corporation ("Tours"); and The Riggs 
National Bank of Washington (the “Escrow Agent”); 

Whereas, Tours has this day merged into and with NSMC receiving in exchange shares of NSMC 
Common Stock and whereas the agreement reflecting such transaction provides that a portion of the 
shares of NSMC Common Stock to be delivered to the Stockholders be deposited by them with an 
Escrow Agent subject to the terms and conditions of an Escrow Agreement; and 

Whereas, the parties hereto have agreed upon and wish to set forth herein the terms and 
conditions of said Escrow Agreement with respect to the shares of NSMC Common Stock to be so 
delivered to and held by the Escrow Agent; 

Now, Therefore, it is agreed as follows: 

1. Escrow Agent. The Escrow Agent has agreed to act as such Escrow Agent in furtherance 
of the provisions of an Agreement and Plan of Merger, dated as of June 11, 1969 (the Merger 
Agreement”), among NSMC, Tours and the Stockholders, upon the terms, conditions and pro¬ 
visions provided in this Escrow Agreement. 

2. Escrow of NSMC Shares. The Stockholders hereby designate and appoint The Riggs 
National Bank of Washington, as Escrow Agent to serve in accordance with the terms of this Escrow 
Agreement. Each of the Stockholders hereby agrees to deposit in escrow with the Escrow Agent on 
the Effective Date provided for in the Merger Agreement the shares of NSMC Common Stock, par 
value $.025 per share, listed in Columns A and B opposite his name on the signature page hereto 
(the Column A shares being herein the “Fund A Escrowed Shares” and the Column B shares being 
herein the “Fund B Escrowed Shares”), issued and delivered by NSMC to such Stockholders on 
such Effective Date; such shares are represented by stock certificates registered in the names of the 
respective Stockholders and accompanied by stock powers duly signed in blank, with signatures 
guaranteed by a bank, trust company or member firm of the New York Stock Exchange. 

3. Purpose of the Escrow, (a) To the extent herein provided, the Stockholders hereby 
indemnify and hold harmless NSMC against and in respect of any “Loss” or “Earnings Deficiency 
(as defined in this paragraph 3) which is certified to the Escrow Agent in accordance with paragraph 
4 hereof. The Fund A Escrowed Shares shall, subject to the terms and conditions of this Escrow 
Agreement and subject to the payout provisions of paragraph 3(b) of the Merger Agreement, be 
applied to indemnify and hold harmless NSMC against and in respect of the entire amount of such 
Loss or Earnings Deficiency. As used in this Escrow Agreement, the term “Loss’ shall mean the 
amount of any loss, liability or reasonable and actual expense incurred by NSMC as a result of any 
misrepresentation or breach of warranty of Tours or the Stockholders contained in the Merger 
Agreement, and the term “Earnings Deficiency” shall mean, with respect to the Fund A Escrowed 
Shares, the dollar value of any shares not released pursuant to paragraph 3(b) of the Merger 
Agreement. 

(b) To the extent herein provided, NSMC hereby indemnifies the Stockholders against any 
“Decline in Market Value" of one half of the shares of NSMC Common Stock delivered to the 
Stockholders on the Effective Date. A Decline in Market Value shall have occurred when any 
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cf the shares are registered and sold pursuant to paragraph 12(c) or 12(d) of the Merger Agree¬ 
ment at a price per share which is less than $43. Upon the occurrence of a Decline in Market 
Value, Fund B Escrowed Shares will be released to the Stockholders, the number of such shares 
being determined by multiplying the difference between $43 and the public offering price by 
the number of shares to be sold and dividing that product by the public offering price. For the 
purposes of the calculations provided for in this paragraph 3(b), the public offering price shall 
be, in the event of an underwritten public offering, the price received by the Stockholders in 
connection therewith, or in the event that no underwriter is involved, the average of the closing 
bid prices of the NSMC Common Stock as reported by the National Quotation Bureau Incorporated 
for the 14 trading days next succeeding the delivery of a prospectus to the Stockholders or if the 
NSMC Common Stock shall be at the time listed on a national stock exchange then the average of 
the closing prices of such stock for the 14 trading days after the delivery of a prospectus to the 
Stockholders. To the extent that any registration is filed pursuant to the provisions of paragraph 
12(c) of the Merger Agreement and the Stockholders elect not to participate in such registration, 
the number of Fund B Escrowed Shares shall be reduced by the number of shares which would 
have been received had the shares been registered at a price less than $43. In addition in the event 
that at the lime of any such registration the price of the NSMC Common Stock is in excess of $43 per 
share, the number of shares covered in this paragraph 3(b) shall be reduced by the number of shares 
equal in value to the public offering price of such registration multiplied by the number of shares 
registered or which could have been registered by the Stockholders at such time divided by $43. 
Such Fund B Escrowed Shares shall be returned to NSMC. 

4. Certification of Loss, Earnings Deficiency or Decline in Market Value to Escrow Agent. 

(a) If NSMC is of the opinion that any Loss has occurred, and desires to have Fund A 
Escrowed Shares applied thereto pursuant to this Escrow Agreement, NSMC shall promptly so 
notify the Stockholders in writing at the address provided in paragraph 13 hereof and shall 
transmit a copy of such notice to the Escrow Agent. Any such notice shall contain a detailed 
statement specifying the circumstances and computation of such asserted Loss. Notice of any 
claim of Loss with respect to the Fund A Escrowed Shares must be given on or prior to October 
31. 1972. 

(b) The amount of any Loss asserted by NSMC by notice given pursuant to subparagraph 
4(a) hereof and the number of Fund A Escrowed Shares, if any, to be returned to NSMC 
pursuant to paragraph 5 hereof shall be certified to the Escrow Agent in writing jointly by NSMC 
and the Stockholders if they agree on said amount and number, but if they cannot so agree within 
a period of 30 days after notice is given pursuant to subparagraph 4(a) hereof, either NSMC or 
the Stockholders shall be entitled within 30 days after such notice to direct submission of the 
matter in disagreement to arbitration in accordance with the rules and regulations of the American 
Arbitration Association. The arbitration shall be conducted by three arbitrators selected by 
such Association in accordance with its rules and regulations. NSMC and the Stockholder* 
shall promptly notify the Escrow Agent of such submission to arbitration. As promptly as 
possible thereafter the arbitrators shall certify to the Escrow Agent, and to NSMC and the 
Stockholders, that there is no Loss, or, if there is a Loss, the amount thereof and the number 
of shares to be returned to NSMC pursuant to paragraph 5 hereof. Such certification shall 
contain a detailed statement specifying the circumstances and computation of any Loss. The 
determination of the arbitrators as to the amount of the Loss and the number of Fund A 
Escrowed Shares to be returned to NSMC, if any, shall be conclusive and binding upon the 
Stockholders and NSMC. Such determination may be deferred pending the time when any 
Loss which is uncertain or contingent becomes fixed. The expenses of each party, including 
legal and accounting fees, if any, with respect to any disagreement hereunder shall be borne by 
such party. If the matter is submitted to arbitration, the arbitrators shall designate the party 
or parties to bear the other expenses of such determination and/or the respective amounts to 
be borne by each. 
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(c) If an Earnings Deficiency has occurred, the Fund A Escrowed Shares shall be letumed 
to NSMC promptly upon certification that an Earnings Deficiency has occurred to the Escrow 
Agent in writing jointly by NSMC and the Stockholders if they agree that such Earnings Deficiency 
has occurred. However, if they cannot so agree within a period of 120 days after October 31, 
1972, either NSMC or the Stockholders shall be entitled to direct submission of such claim of an 
Earnings Deficiency to arbitration in accordance with the rules and regulations of the American 
Arbitration Association. The arbitration shall be conducted by three arbitrators aciccted by such 
Association in accordance with its rules and regulations. NSMC and the Stockholders shall 
promptly notify the Escrow Agent of such submission to arbitration. As promptly as possible 
thereafter, the arbitrators shall certify to the Escrow Agent, and to NSMC and the Stockholders, 
either that an Earnings Deficiency has occorrcd or that an Earnings Deficiency has not occurred. 
Such certification shall contain a detailed statement specifying the facts and circumstances upon 
which the arbitrators relied, and the computations which the arbitrators made, in reaching their 
determination. The determination of the arbitrators shall be conclusive and binding upon NSMC 
and the Stockholders. The expenses of each party, including legal and accounting fees, if any, 
with respect to any disagreement hereunder shall be borne by such party. If the matter is sub¬ 
mitted to arbitration, the arbitrators shall designate the party or parties to bear the expenses of 
such determination and/or the respective amounts to be borne by each. 

(d) If a Decline in Market Value has occurred, the applicable number of Fund B Escrowed 
Shares shall be released to the Stockholders promptly upon certification that a Decline in Market 
Value has occurred to the Escrow Agent in writing jointly by NSMC and the Stockholders. 

(e) In connection with any asserted Loss or Earnings Deficiency, NSMC will, or will cause 
its new Tours subsidiary to make available to the Stockholders, their counsel and accountants 
such records as they may reasonably request pertaining to such asserted Loss or Earnings 
Deficiency. 

5. Number of Shares Returnable to NSMC in the Event ol Loss, Earnings Deficiency or 
Decline in Market Value. 

(a) Upon determination pursuant to the provisions of paragraph 4 hereof of the amount of 
any Loss, such amount shall be divided by the then market price of the shares, determined as set 
forth in paragraph 11 of the Merger Agreement and the resulting figure (rounded to the nearest 
whole number) shall be the number of Fund A Escrowed Shares to be returned to NSMC in 
respect of such Loss pursuant to the provisions of this Escrow Agreement (the “Returned 
Shares”).' 

(b) Upon determination pursuant to the provisions of paragraph 4 hereof of an Earnings 
Deficiency, all remaining Fund A Escrowed Shares shall be returned to NSMC. 

(c) The manner of determining the number of Fund B Escrowed Shares to be delivered 
to the Stockholders or returned to NSMC is as set forth in paragraph 3(b) hereof. 

- 6. Delivery oj Escrowed Shares to Stockholders; Return of Escrowed Shares to NSMC. 

(a) The Fund A Escrowed Shares shall, unless theretofore returned to NSMC to indemnify 
NSMC against a Loss, be released to the Stockholders from time io time upon receipt by the 
Escrow Agent of the accountants’ report provided for in Exhibit C of the Merger Agreement and 
notice from NSMC and the Stockholders confirming agreement with such report. Adjustments 
to such report after the release of shares hereunder as may result from facts learned subsequent 
to the release date, shall be carried forward as a debit or credit toward shares yet to be released. 

(b) In the event that the Escrow Agent shall not have received on or prior to October 31, 
1972 a copy of any notice of a Loss or Earnings Deficiency asserted by NSMC pursuant to the 
provisions of paragraph 4 hereof (which Loss, if a Loss is asserted, has not been satisfied prior 
to such date), then promptly after such date the Escrow Agent shall deliver the Fund A Escrowed 
Shares to the Stockholders. In the event that NSMC shall assert any Loss hereunder on or prior 
to October 31, 1972, then the Escrow Agent shall deliver to the Stockholders only the number 
of Escrowed Shares in excess of the number of shares claimed by NSMC. Promptly following 
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the making of the final computation pursuant to paragraph 5 hereof and the certification thereof 
to the Escrow Agent pursuant to subparagraph 4(b) hereof, the Escrow Agent shall deliver to 
NSMC, for : mmediate cancellation only, the Returned Shares, and shall deliver to the Stock¬ 
holders the balance of the Fund A Escrowed Shares. Such deliveries shall be effected by the 
surrender by the Escrow Agent to NSMC of the stock certificates then in its possession repre¬ 
senting Fund A Escrowed Shares, accompanied by any stock powers pertaining thereto, where¬ 
upon NSMC shall promptly issue to the Escrow Agent a new stock certificate registered in the 
names of the Stockholders for the number of Fund A Escrowed Shares then remaining in escrow 
as reduced by the number of Returned Shares, end the Escrow Agent shall retain such new stock 
certificates subject to the terms of this Escrow Agreement 

(c) Anything to the contrary notwithstanding, in the event that NSMC shall assert an Earn¬ 
ings Deficiency hereunder on or prior to October 31, 1972, the Escrow Agent shall not deliver 
any Fund A Escrowed Shares to the Stockholders unless and until the Escrow Agent has received, 
either from NSMC and the Stockholders jointly or from the arbitrators, certification that an 
Earnings Deficiency has not occurred. Upon receipt of certification that an Earnings Deficiency 
has not occurred, the Escrow Agent shall deliver the Fund A Escrowed Shares in accordance with 
the provisions of paragraph 6(b) above. However, upon receipt of certification that an Earnings 
Deficiency has occurred, the Escrow Agent shall deliver all the remaining Fund A Escrowed 
Shares to NSMC for immediate cancellation. 

(d) Anything to the contrary notwithstending, the Escrow Agent shall not deliver any Fund 
B Escrowed Shares to the Stockholders unless and until the Escrow Agent has received from 
N°MO and the Stockholders joint certification that a Decline in Ma r ket Value has occurred. 
Upon receipt of certification that a Decline in Market Value has occurred, the Escrow Agent 
shall deliver the Fund B Escrowed Shares to the Stockholders proportionately as their interests 
appear in such certificate. In the event that no certification of a Decline in Market Value has 
been received on or prior to 42 months from the Effective Date of the Merger, the Escrow Agent 
shall deliver all Fund B Escrowed Shares to NSMC for immediate cancellation. 

7. Adjustment in Shares to Reflect Stock Dividends, Split-Up or Other Recapitalization. In 
the event that, prior to any delivery of Escrowed Shares out of escrow by the Escrow Agent in 
accordance with the terms hereof, the outstanding shares of NSMC Common Stock shall have been 
without due consideration, increased, decreased, changed into or exchanged for a different number 
or kind of shares or securities through reorganization, recapitalization, reclassification, stock 
dividend, stock split, reverse stock split, or other like changes in NSMC’s capitalization, then notice 
of such change will be given to the Escrow Agent and an appropriate and proportionate adjustment 
shall be made in the number and kind of shares of NSMC Common Stock to be thereafter delivered 
hereunder. 

8. Right of Stockholders to Defend Claims. The Stockholders shall at their expense have the 
opportunity to be represented by counsel of their choice in connection with the defense of any 
action, suit, proceeding, demand or claim brought against NSMC in respect of which NSMC may be 
entitled to indemnification pursuant to paragraph 3 hereof. If t^e Stockholders elect to exercise this 
right and give notice to NSMC conceding NSMC's rig..* to such indemnification, their counsel shall 
have control over the prosecution of the defense of said action, suit, proceeding, demand or dHm. 
If after such opportunity the Stockholders or their counsel do not participate in such proceedings, 
they shall be bound by the results obtained by NSMC. NSMC shall give prompt written notice of 
any such claim to the Stockholders at the address contained in the Merger Agreement In con¬ 
nection with any defense or consideration of defense by the Stockholders of any claim referred to 
hereinabove in this paragraph, NSMC will make available to the Stockholders, their counsel and 
accountants such records as they may reasonably request pertaining to said claim. 

9. Voting Rights, Dividend, etc. Pending the delivery of Escrowed Shares out of escrow pur¬ 
suant to the provisions of paragraph 6 hereof, the Stockholders may exercise all voting rights with 
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respect to the Escrowed Shares and may receive the benefit of all dividends and other distributions 
with respect thereto; provided, however, that any shares which arc issued as stock dividends or in a 
split-up or other recapitalization of NSMC with respect to Escrowed Shares shall be deposited by 
the Stockholders as additional Escrowed Shares. All dividends paid on Returned Shares out of the 
Fund A Escrowed Shares shall be repaid to NSMC by the Stockholders. 

10. Fees. The Stockholders agree to pay the Escrow Agent for its services hereunder such 
reasonable fee as may be customarily charged for such services by banks in Washington, D. C. up to 
a maximum of $750. In the event that such fee exceeds $750 in any single year, NSMC will be 
obligated to reimburse the Stockholders for such excess. 

11. Responsibilities of Escrow Agent. The acceptance by the Escrow Agent of its duties under 
this Escrow Agreement is subject to the following terms and conditions, which the parties to this 
Escrow Agreement hereby agree shall govern and control with respect to its rights, duties, liabilities 
and immunities: 

(a) The Escrow Agent shall act hereunder as depositary only, and it shall not be respon¬ 
sible or liable in any manner whatever for "he computations to be made in accordance with the 
formula stated in paragraph 5 hereof nor for the sufficiency, correctness, genuineness or validity 
of any security deposited with it. 

(b) The Escrow Agent shall be protected in acting upon any written notice, request, waiver, 
consent, receipt or other paper or document furnished to it, not only as to its due execution and 
the validity and effectiveness of its provisions but also as to the truth and acceptability of any 
information therein contained, which it in good faith believes to be genuine and what it purports 
to be. 

(c) The Escrow Agent shall not be liable for any error of judgment, or for any act done 
or step taken or omitted by it in good faith, or for any mistake of fact or law, or for anything 
which it may do or refrain from doing in connection herewith, except its own negligence or 
misconduct. 

(d) The Escrow Agent may consult with, and obtain advice from, legal counsel in the event 
of any question as to any of the provisions hereof or its duties hereunder, and it shall incur no 
liability and shall be fully protected in acting in good faith in accordance with the opinion and 
instructions of such counsel. The cost of such services shall be added to and be a part of the 
Escrow Agent’s fee hereunder. 

(e) The Escrow Agent shall have no duties except those which are expressly set forth 
herein, and it shall not be bound by any notice of a claim, or demand with respect thereto, or 
any waiver, modification, amendment, termination or rescission of this Escrow Agreement, unless 
in writing received by it, and, if its duties herein are affected, unless it shall have given its prior 
written consent thereto. 

J2. Amendment and Termination. This Escrow Agreement may be amended or cancelled 
by and upon written notice to the Escrow Agent at any time given jointly by NSMC and the Stock¬ 
holders, but the duties or responsibilities of the Escrow Agent may not be increased without its 
consent. 

13. Notices. Any notices or other communications required or permitted hereunder shall be 
sufficiently given if sent by registered or certified mail, postage prepaid, if to the Stockholders 
addressed to them at their addresses as set forth on the stock transfer records of NSMC’s Transfer 
Agent, with a copy thereof to Messrs. Lowcnthal, Landau, Fischer & Weisinger, 250 Park Avenue, 
New York, New York; if to NSMC addressed to it at 345 Park Avenue, New York, New York, 
marked for the attention of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall 
Street, New York, New York 10005; and if to the Escrow Agent addressed to it at 1503 Pennsylvania 
Avenue, N. W., Washington, D. C. marked for the attention of the Escrow Department; or in any 
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case to such other address as shall be furnished in writing by such party. Such notices or other 
communications so given shall be deemed to have been given on the date so mailed. 

14. Parties in Interest. This Escrow Agreement shall be binding upon and inure to the 
benefit of the respective heirs, legal representatives, successors and assigns of the parties hereto. 

15. Execution by Escrow A gent. The execution of this Escrow Agreement by the Escrow 
Agent shall constitute a receipt for tiie Escrowed Shares and shall evidence its acceptance and agree¬ 
ment to the terms hereof. 

In Witness Whereof, the parties hereto have duly caused this Escrow Agreement to be executed 
as of the date first above written. 


National Student Marketing Corporation 


[Corporate Seal] 


By 


President 


Attest: 


Secretary 


Riggs National Bank of Washington 


[Corporate Seal] 
Attest: 


By 


Trust Officer 


Assistant Secretary 


Column A 


Column B 


No. of NSMC 

Shares Placed 
In Fund A 
Escrow 


No. of NSMC 
Shares Placed 
In Fund B 
Escrow 


Arthur Frommer 


Elliott Kanb' 


Jules Klar 


Edward J. l andau 
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EXHIBIT C 


DETERMINATION OF AFTER TAX EARNINGS 

I. For purposes of this Agreement, the “After Tax Earnings" of New Tours shall include the After 
Tax Earnings of New Tours, the Subsidiaries, any future subsidiaries of New Tours, joint venture arrange¬ 
ments participated in by New Tours to the extent of such participations and Frommer-Pasmanticr 
Publishing Corporation (herein collectively “Tours”) with respect to each of the years ending October 
31, 1970, through October 31, 1972, inclusive, shall be determined in the following manner: 

1. There shall first be determined the gross earnings of Tours for such year, by application 
of th^ accrual method of accounting, and generally accepted principles of accounting as reflected in 
the October 31, 1968 financial statements of Tours in arriving at gross income for accounting 
purposes. There shall be included Tours pro rata share of earnings derived from its investments in 
hotel operations even though the same might not otherwise have been included in a consolidated 
statement. There shall, however, be excluded any extraordinary item of income derived from any 
transaction not in the ordinary course of Tours’ business. 

2. There shall then be determined the “expenses” of Tours for such year, which shall consist 
of “current expenses”, “allocable capital expenditures" and "extraordinary losses." 

(a) For this purpose, “current expenses" shall consist of those expenses incurred by Tours 
which are allocable to the year pursuant to the accrual method of accounting and pursuant to 
generally accepted principles of accounting consistently applied in arriving at net income for 
accounting purposes, subject to the following provisions and exceptions: 

(i) Current expenses shall include: 

A. The usual operating, selling, and general administrative expenses incurred by Tours 
applicable to income earned in the same period, and shall exclude prepaid expenses of any 
project the income of which is to be realized in a subsequent period except that portion 
applicable to the current year according to generally accepted accounting principles, and 
start-up expenses of new programs the cost of which is to be amortized over a 3-year or more 
period following the period the expense was incurred except that portion applicable to the 
current year according to generally accepted accounting principles (unless the program is 
discontinued, in which event the balance of the unamortized expense is to be written off in 
the fiscal year the program is discontinued); 

B. The aggregate amount of all taxes (other than Federal and applicable state income 
taxes) imposed on Tours with respect to the particular year; 

C. The amount of interest on funds borrowed by Tours from NSMC, computed at the 
prime rate as shall be charged by First National City Bank during the period of the loan, or 
the actual cost to NSMC (including the actual cost of maintaining balances) if it pays more 
interest during the period of the loan. Interest shall not be charged on borrowings by Tours, 
as hereinabove defined, from NSMC up to an amount equal to the total of any monies, 
securities or other assets transferred from Tours, as hereinabove defined, to NSMC and not 
repaid; 

D. The cost to NSMC of any services, exclusive of general or administrative expenses, 
performed for or on behalf of Tours, at the written request of the President of Tours, by 
NSMC or any of its divisions or departments, except that commercial items (advertising, 
etc.) will be sold to Tours at the same price or rates and subject to the same discounts as 
contemporaneously apply to such sales to other divisions and departments of NSMC. 
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(ii) Current expenses shall reflect such charges and credits to reserve accounts with 
respect to Accounts and Notes Receivable, uninsured casualty losses, inventory or any other 
assets (other than capital or fixed assets) as shall be deemed necessary in the light of the actual 
experience of Tours. 

(iii) Current expenses for this purpose shall not include any allocation of general or 
administrative expense of NSMC or any subsidiary or affiliate thereof. 

(b) For this purpose “allocable capital expenditures” shall constitute the “capital expendi¬ 
tures” of Tours allocable to the particular calendar year pursuant to the following principles: 

(i) capital expenditures made by Tours in connection with the acquisition of property 
which under the Federal income tax laws would constitute depreciable property shall be 
depreciated on a straight-line basis over the useful life which would be assigned to such property 
under the so-called guidelines promulgated by the Internal Revenue Service in Revenue Pro¬ 
cedure 62-21, as amended. 

(ii) capital expenditures made by Tours in connection with its acquisition of the right 
to the use of property for a limited and determinable period of time shall be amortized in equal 
installments over such period of time. 

(iii) After Tax Earnings shall be computed consistent with the present accounting policies 
employed by Tours. In the way of example but not by way of limitation, After Tax Earnings 
shall not be affected by any adjustment in the value of assets which are on the books of Tours 
or by any change in the depreciation policy or capitalizing (rather than expensing) policy of 
Tours or the method of calculating depreciation, or the number of years over which a capital 
asset is depreciated. 

(c) For this purpose, “extraordinary losses” shall consist of all losses not incurred in the 
ordinary conduct of the business of Tours. 

3. There shall then be subtracted from the gross earnings of Tours for the particular fiscal 
year, as determined pursuant to Section 1:1 hereof, the “expenses" of Tours for such year, as 
determined pursuant to Section 1:2 hereof, and the difference shall constitute the "net before tax ’ 
earnings” of such year. 

4. There shall then be determined the amount of Federal and applicable state income taxes 
which would be imposed on Tours computed separately as if the net before tax earnings, as 
determined pursuant to Section 1:3 hereof, constituted the actual taxable income of Tours'for 
such fiscal year. The computation shall be made as if separate returns were filed, and for Federal 
purposes, as though Tours will have made the election under Section 1562(a) of the Internal 
Revenue Code of 1954 as now in effect. Tours shall be credited with any benefits accruing by 
reason of the investment tax credit provid-d under Section 38 of such Code. 

5. There shall be subtracted from the net before tax earnings, as determined pursuant to 
Section 1.3 hereof, the total a—ount of such Federal and applicable state income taxes, as deter¬ 
mined pursuant to Section I. ; nereof. The difference shall constitute the after tax earnings for 
such year for each of the entities constituting Tours as hereinabove defined, and the sum thereof 
shall constitute the “After Tax Earnings" hereunder. 

6. In the event the expenses for any particular year, as determined under Section 1:2 hereof, 

shall exceed in amount the gross earnings for such year, as determined under Section 1:1 hereof' 
the amount of such excess shall carry forward to the next fiscal year, and shall be added to and 
treated as part of the expenses of that year for purposes of Section 1:2 hereof, provided, however 
that the amount to be carried forward shall be adjusted to reflect any tax benefits accruing to 
NSMC as a result thereof. * 
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II. A computation of the “After Tax Earnings” for each of the fiscal years during the period 
1970-72 will be prepared in accordance with the foregoing principles by a national firm of public account¬ 
ants as shall be designated by the Stockholders. Such computation, or any recomputation under paragraph 
1(4) above, shall include the number of shares to be issued pursuant to paragraph 3(b) of the Agreement. 

III. In the event that NSMC disagrees as to any portion of such computation or the application of 
the aforesaid principles to the determination of the “After Tax Earnings" for any particular year, and 
that such disagreement cannot be settled within 30 days after submission of the report, the portion in 
disagreement shall be determined by such independent firm of certified public accountants as shall 
be mutually agreed upon by NSMC and the Stockholders, or if they cannot reach such agreement 
promptly, then, upon the demand of any interested party by the firm of Price Waterhouse 4 Co., unless 
it is then the accounting firm for NSMC, in which event such firm shall be Arthur Young 4 Co. Such 
determination shall be final and binding upon the parties hereto. 

IV. Notwithstanding anything in this Exhibit C to the contrary, for the purposes of determining the 
aggregate After Tax Earnings for the thirty-six months ended October 31, 1972 as provided in the first 
clause next succeeding subparagraph (iii) of paragraph 3(b) of the Agreement, there shall be credited 
against any extraordinary losses determined for such period, any extraordinary gains not otherwise 
included in the calculations pursuant to this Exhibit C. 
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SCHEDULE E 

AGREEMENT AND PLAN OF MERGER dated the 11th day of June, 1969 by and among 
National Student Marketing Corporation, a District of Columbia corporation ("NSMC"), and 
Frommer-Pasmantier Publishing Corporation, a New York corporation (“FPP”). 


WITNESSETH: 

Whereas, the respective Boards of Directors of NSMC and FPP deem it advisable for the general 
welfare and advantage of the respective corporations and their shareholders that FPP be merged into 
NSMC pursuant to this Agreement and the applicable laws of the District of Columbia and the state of 
New York; and 

Whereas, to effect such merger FPP will be merged into NSMC and the holders of FPP Common 
Stock (the "FPP Stockholders”) will receive in exchange for their shares of FPP Common Stock, without 
par value ("FPP Stock”), shares of NSMC Common Stock; 

Whereas, NSMC will incorporate a new subsidiary (“New FPP”) and pass, on or before November 
1. 1969, to such subsidiary all of the assets of FPP; and 

Now, Therefore, in consideration of the mutual agreements and conditions herein contained, 
NSMC and FPP hereby agree each with the other, in accordance with the applicable laws of the District 
of Columbia and the State of New York, that FPP shall be merged into NSMC (which in its capacity as 
the surviving corporation is sometimes hereinafter called the “Surviving Corporation"), and the terms 
and conditions of the merger and the mode of carrying them into effect are and shall be as follows: 

1. When this Agreement and the transactions contemplated hereby have been approved and the 
Articles of Merger, substantially in the form attached hereto as Exhibit A-l, required by Sections 68 
and 71 of the Business Corporation Act of the District of Columbia have been filed in accordance with 
the provisions of such Law, and the Certificate of Merger, substantially in the form attaches, hereto as 
Exhibit A-2, required by Section 907 of the New Y'ork Business Corporation Law have been filed in 
accordance with the provisions of such Law, the separate existence of FPP shall cease and it shall be 
merged into NSMC. The date on which such recording and filing have been completed and the trans¬ 
action contemplated hereby becomes effective shall be known as the “Effective Date". 

2. The laws which are to govern the Surviving Corporation are the laws of the District of Columbia 
The Articles of Incorporation of NSMC shall, on the Effective Date, be the Articles of Incorporation 
of the Surviving Corporation, from and after the Effective Date, subject always to the right of the 
Surviving Corporation to amend its Articles of Incorporation in accordance with the laws of the District 
of Columbia. The By-Laws of the Surviving Corporation shall be the By-Laws of NSMC as in effect 
on the Effective Date, until changed or amended as provided therein. 


, ° D ,hC EfTective Da,e - NSMC wil1 issue ttnd deliver to the FPP Stockholders 6,976 shares 

of NSMC Common Stock. 

(b) On the Effective Date, the FPP stockholders will deliver to The Riggs National Bank of Wash- 
mgton as Escrow Agent under an Escrow Agreement substantially in the form and substance of Exhibit 
B hereto (the Escrow Agreement’). 698 shares of NSMC Common Stock, such stock to be released 
from escrow and delivered to the FPP Stockholders in whose names sue’, shares are registered in accord- 
ancc with the terms of this Agreement and the Escrow Agreement. 

. .. K C) 7116 SharC j 0f NSM ? CommoR S,ock ,0 be issued or released pursuant to this paragraph 3 
shall be apportioned among the FPP Stockholders in the same proportion a. the number of shares 
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of FPP Stock exchanged by each FPP Stockholder pursuant hereto on the Effective Date bears to the 
total number of shares of FPP Stock so exchanged by all the FPP Stockholders pursuant hereto. No 
fractional shares or scrip will be issued by NSMC, and fractional interests of each FPP Stockholder will 
be increased or decreased to the nearest whole share. 

(d) In the event that, prior to the Effective Date, the outstanding shares of NSMC Common Stock 
shall have been, without fair consideration, increased, decreased, changed into or exchanged for a 
different number or kind of shares or securities through reorganization, recapitalization, reclassification, 
stock dividend, stock split, or other like changes in NSMC’s capitalization, then an appropriate and 
proportionate adjustment shall be made in the number and kind of shares of NSMC Common Stock 
to be thereafter delivered to the FPP Stockholders hereunder. 

4. Except as provided herein, upon the merger becoming effective, all the rights, privileges, powers 
and franchises and all property and assets of every kind and description of FPP and NSMC, including, 
without limitation, trade names, licenses and registrations, and the good will relating to any of the 
foregoing, shall be vested in and be held and enjoyed by NSMC, without further act or deed, and all the 
estates and interests of every kind of FPP and NSMC, including all debts due to any of them on what¬ 
ever account, shall be as effectually the property of NSMC as they were of FPP and NSMC, and the 
title to any real estate vested by deed or otherwise in FPP and NSMC shall not revert or be in any way 
impaired by reason of the merger; and all rights of creditors and all liens upon any property of FPP 
and NSMC shall be preserved unimpaired, and all debts, liabilities and duties of FPP and NSMC shall 
thenceforth attach to NSMC as the Surviving Corporation and may be enforced against it to the same 
extent as if said debts, liabilities and duties had been incurred or contracted by it. 

5. NSMC and the FPP Stockholders agree to execute and deliver the Escrow Agreement on the 
Effective Date. 

6. FPP represents, warrants and agrees as follows; 

(a) FPP is a corporation duly organized and validly existing in good standing under the laws 
of the State of New York with the power to own its property and to carry on its business as now 
being conducted, and there is no jurisdiction in which the character of the properties owned or the 
nature of the business conducted by it makes qualification as a foreign corporation necessary. 

(b) FPP has no subsidiaries or affiliates. 

(c) The authorized capital stock of FPP consists of 200 shares of Common Stock, without par 
value, of which 100 shares are issued and outstanding. Such issued shares have been validly author¬ 
ized and issued and are fully paid and non-assessable. FPP has no outstanding options, warrants or 
other rights, calls or commitments to purchase capital stock of FPP, and there are no outstanding 
options, warrants, rights, calls, commitments, conversion rights, plans or other agreements of any 
character providing for the purchase of any authorized but unissued FPP shares. Prior to the Effec¬ 
tive Date, FPP will not authorize any increase in the number of shares of its authorized capita] 
stock or issue any options or rights to subscribe for or purchase shares of its capital stock. 

(d) FPP has furnished NSMC with a balance sheet of FPP as of December 31, 1968 and an 
Income Statement for the twelve month period then ended, prepared by Joseph Klein & Company, 
accountants. Such financial statements are true and correct and have been prepared in 
accordance with generally accepted accounting principles consistently followed throughout the period 
involved. The balance sheet fairly presents the condition of FPP as of the date thereof, and reflects 
all known claims against and debts and liabilities (including adequate provision for all taxes) of 
FPP, fixed or contingent, as at the date thereof, and the Income Statement accurately presents the 
results of the operations of FPP for the period indicated. Neither such balance sheet nor such Income 
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Statement contains any untrue statement of a material fact, or omits to state any material fact 
necessary in order to make the statements contained in this paragraph or therein not misleading. 

(e) Except for such claims, debts and liabilities as are reflected in the December 31, 1968 
balance sheet referred to in paragraph 6(d) above, FPP has no outstanding indebtedness and is not 
subject to any claims or liabilities other than trade or business obligations incurred in the ordinary 
course of business. Without the prior written consent of NSMC, FPP will not incur, prior to the 
Effective Date, any additional indebtedness for money borrowed or incur any liabilities other than 
in the ordinary course of business. 

(f) Since December 31, 1968, FPP has not issued, or declared or paid any dividend on, or 
declared or made any distribution on, or authorized the creation or issuance of, or effected any 
split-up or any recapitalization of, any of its stock of any class, or directly or indirectly redeemed, 
purchased or otherwise acquired any of its outstanding stock, or authorized or made any change in 
its Certificate of Incorporation or agreed to take any such action. 

(g) FPP has filed all requisite Federal income, payroll and excise tax returns and all appro¬ 
priate state and local income, sales, payroll, personal property and franchise tax returns required to 
be filed by it and has paid all taxes and assessments (including interest or penalties) owed to the 
extent that such t:u.cs and assessments have become payable. To the extent that such taxes and 
assessments and any subsequent tax liabilities have accrued but have not become payable, the full 
amounts thereof have been reflected as liabilities on its books. In addition, FPP has paid all taxes 
which would not require the filing of returns and which are required to be paid by it. The Federal 
income tax returns of FPP have never been examined by the Internal Revenue Service. 

(h) FPP docs not own any real property. FPP has good and marketable title to all its 
personal and intangible property, including the personal and intangible property reflected in the 
balance sheet delivered pursuant to paragraph 6(d) aaove, with such changes in such personal 
and intangible property as have been made since the date of such balance sheet, in the ordinary course 
of business. None of such personal and intangible property is subject (i) to a contract of sale, except 
inventory to be sold in the ordinary course of business or (ii) to mortgages, pledges, liens, encum¬ 
brances, security interests or charges of any kind or character except as herein disclosed. All 
buildings, structures and appurtenances and all machinery and equipment leased by FPP are in 
good operating condition and in a state of good maintenance and repair, and are adequate and 
suitable for the purposes for which they are presently being used. 

(i) FPP does not hold under lease any real or personal property except as set forth in 
Exhibit C hereto. Each lease set forth in Exhibit C is in full force and effect; all rents and addi¬ 
tional rents due to date on each such lease have been paid; in each case the lessee has been in 
peaceable possession since the commencement of the original term of such lease and is not in 
default thereunder and no waiver, indulgence or postponement of the lessee’s obligations there¬ 
under has been granted by the lessor; and there exists no event, occurrence, condition or act which, 
with the giving of notice, the lapse of time or the happening of any further event or Condition 
would become a default under any such lease. FPP has not violated any of the terms or condi¬ 
tions under any such lease and all of the covenants to be performed by the lessee under each such 
lease have been fully performed. 

(j) Attached hereto as Exhibit D is a true and correct list of all policies of insurance of 
1 PP including the amounts thereof, in force as at the date hereof, and such policies are in full 
force and effect. FPP will continue to maintain all of such policies or renewals thereof in full 
force and effect up to and including the Effective Date. 

(k) FPP does not own, possess, or have a license in respect of any trade secret, technical 
information, patent, patent right, application for patent, trademark, trade name, copyright, process 
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or formula used in ils business, except as set forth in Exhibit E. None of such trademarks and 
trade names have been registered in, filed in, or issued by any government office. Except as noted 
on such list, to the best knowledge, and belief of the FPP’s officers, no trademark or trade name 
infringes, none is owned by or licensed to any other person, firm or corporation in the United States 
or elsewhere, no proceedings have been instituted or are pending or threatened which challenge the 
sole and exclusive ownership thereof by FPP and none is subject to any proceeding or action attack¬ 
ing or contesting its validity. Except as set forth on Exhibit E attached hereto, FPP has full right, 
title and ownership to its corporate name and any and all other names under which it does business. 
To the best of its knowledge FPP possesses valid rights to uso all patents, copyrights, trademarks, 
trade names, and all licenses now used and necessary to conduct its business as presently being 
conducted. 

(l) There are no actions, suits or proceedings pending or threatened against or affecting 
FPP, at law or in equity, by or before any Federal, state or municipal court or other governmental 
department, commission, board, bureau, agency or instrumentality which might materially adversely 
affect the business and property of FPP. FPP is not subject to any liability by reason of a violation 
of any order, rule, or regulation of, or default with respect to any tax return or any other return or 
report payable to or required to be filed with, any Federal, state, municipal or other governmental 
agency, department, commission, bureau, board or instrumentality to which it is subject. 

(m) FPP has no collective bargaining agreements with employees, executive employment 
agreements, executive compensation plans, employees’ pension or retirement plans or pension trusts, 
employees’ profit-sharing or bonus or stock purchase plans or any other similar agreements or 
plans, except as set forth in Exhibit F hereto. Between the date hereof and the Effective Date, 
FPP will not, without the written consent of NSMC, make or agree to make any increase in the 
rate of wages, salaries, bonuses or other remuneration of any executive employee or employees, 
or become a party to any employment contract or arrangement with any of its officers or employees 
other than contracts which are terminable at will or subject to termination on not more than one 
month’s notice, or become a party to any contract or arrangement with any officers or employees 
providing for bonuses or profit-sharing payments, severance pay or retirement benefits. 

(n) Attached hereto as Exhibit G is a true and correct list of all outstanding contracts, 
agreements or understanding to which FPP is a party, except (i) those referred to elsewhere in this 
paragraph 6, and (ii) any contract, agreement or understanding involving an aggregate expenditure 
by FPP of less than $2,000. Neither FPP nor any other party to any such contract, agreement or 
understanding is in material default under the terms of any such contract, agreement or understanding. 
Between the date hereof and the Effective Date, FPP will not, without the written consent of NSMC, 
make any changes or modifications in any such contracts, agreements or understandings, or incur 
any further obligations or surrender any rights thereunder, or make any further additions to its 
property or further purchases of equipment except such changes or modifications each in an amount 
less than $2,000, as arc in the ordinary course of business or are necessary or appropriate to 
maintain their respective properties and equipment. FPP is not a party to any continuing contract 
for the future purchase of materials, supplies or equipment in excess of the requirements for its 
business as now being conducted. 

(o) FPP is not subject to any order, judgment or decree with respect to its business or condition 

or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, instrument, 
order, judgment or decree which would prevent the consummation of the transactions contemplated 
hereunder, or compliance by FPP or the FPP Stockholders with tl *erms, conditions and provisions 
hereof. , 

(p) All outstanding accounts receivable (trade or other) of FPP, as set forth in the December 
31, 1968 balance sheet and in its books and records, are collectible. 

(q) Since December 31, 1968 the business and properties of FPP have not been substantially 
adversely affected in any way as a result of any legislative or regulatory change, revocation of any 
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license or right to do business, fire, explosion, accident, casualty, labor trouble, flood, drought, riot, 
storm, condemnation, or act of God or other public force or otherwise. 

(r) The copies of FPP's Certificate of Incorporation and By-Laws, as amended to date, certified 
by its Secretary, heretofore slivered to NSMC, and of all instruments, agreements or other 
documents that may have been delivered to NSMC pursuant to the terms of this Agreement, are 
and will be complete and correct as of the date hereof and as of the Effective Date. 

(s) FPP has maintained its books of account in the usual, regular and ordinary manner in 
accordance with generally accepted accounting principles applied on a consistent basis. 

(t) In the negotiations leading up to the transaction contemplated by this Agreement, neither 
the FPP Stockholders nor FPP has retained or utilized the services of any broker or finder. 

(u) During the period from the dat» hereof to and including the Effective Date, FPP will 
conduct its business solely in the usual and ordinary manner and will refrain from any transactions 

not m the ordinary course of business unless the prior written consent of NSMC to such transactions 
has been obtained. 


7. NSMC represents, warrants and agrees as follows: 

(a) NSMC is a corporation duly organized, validly existing and in good standing under the 
laws of the District of Columbia with the power to own its property and to carry on its business 
as now being conducted and is duly qualified and in good standing as a foreign corporation in 
the State of New York. 


(b) The authorized capital stock of NSMC consists of 3,000,000 shares of Common Stock 
par value $.025 per share, and as of the date hereof 2,908,723 shares are outstanding Such 
outstanding shares have been and the shares to be issued hereunder when issued for the considera¬ 
tion as set forth herein will be validly issued and are or will be fully paid and non-assessable. 

(c) The consolidated financial statements of NSMC as at August 31, 1968 contained in its 
1968 Annual Report to Stockholders, certified by Peat, Marwick, Mitchell & Co., and the 
unaudited consolidated statement of earnings as reported to its shareholders for the six months 
ended February 28, 1969, prepared by NSMC are true and correct and fairly present the financial 
position of NSMC and its subsidiaries as of such dates, and the results of their operations for 
the periods then ended, subject in the case of the six month statement to year-end audit adjustments. 

(d) In the negotiations leading up to the transaction contemplated by this Agreement 
except as heretofore set forth in writing to FPP. NSMC has not retained or otherwise utilized the 
services of any broker or finder. 


(e) The execution and performance of this Agreement by NSMC have been duly authorized 
by proper corporate action and suen execution and performance are within its corporate powers. 

(f) N?MC wn use its best efforts to hold, on or before September 28, 1969, a Special 
^'" E °. S,ock holdcrs to consider and act upon the merger described herein and the offers of 
NSMC will use their best efforts to have its stockholders approve the transactions contemplated 


N’CMr * THCrC , arC a ^ tions ’ sui,s or Proceedings pending or threatened against or affecting 

emm n T ° { ,tS subs,d,a 1 n " > at law or in ec * uit y- b y or before any Federal, state or municipal 

whi h 1 g ° V< i[ nm r ,a , deP r ,mCn,> commission ’ board - b ”reau, “8*ncy or instrumentality 
h'ch might materially adversely affect the business and property of NSMC and its subsidiaries taken 

as a whole. NSMC is not subject to any material liability by reason of a violation of any order rule 
or regulation of, or default with respect to any tax return or any other return or report payable’to or 



V 


E 3 2 7 

Government's Exhibit 25 

required to be filed with, any Federal, state, municipal or other governmental agency, department, 
commission, bureau, board or instrumentality to which it is subject. 

(h) NSMC is not subject to any order, judgment or decree with respect to its business or 
condition or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, 
instrument, order, judgment or decree which would prevent the consummation of the transactions 
contemplated hereunder, or compliance by NSMC with the terms, conditions and provisions hereof. 

(i) Since February 28, 1969 the business and properties of NSMC have not been substantially 
adversely affected in any way as a result of any legislative or regulatory change, revocation of 
any license or right to do business, fire, explosion, accident, casualty, labor trouble, flood, drought, 
riot, storm, condemnation, or act of God or other public force or otherwise. 

8. NSMC, FPP and the FPP Stockholders agree as follows: 

(a) NSMC and its authorized representatives shall, from and after the date hereof, have full 
access to the properties and the books and records of every kind of FPP, and the officers of FPP 
will furnish NSMC with such financial and operating data and other information as to the busi¬ 
ness and properties of FPP and copies of all documents referred to herein or in any list delivered 
hereunder, as NSMC shall from time to time request. From and after the date hereof and prior 
to the Effective Date, the officers of FPP will consult with NSMC’s management with respect to the 
operations and management of FPP. 

(b) FTP and NSMC each agrees to execute and deliver or cause to be executed and delivered 
such additional instruments as the other party may reasonably request for the purpose of carrying 
out this Agreement. 

(c) FPP agrees to and does hereby indemnify and hold harmless NSMC from and against 
any and all claims, losses, liabilities or expenses which may be asserted against NSMC or FPP 
by any broker or other person claiming any finder’s fee or commission by reason of services alleged 
to have been rendered for or at the instance of FPP in respect to the execution of this Agreement 
or in respect to the transactions contemplated hereby. 

(d) NSMC agrees to and hereby does indemnify and hold harmless new FPP and the FPP 
Stockholders from and against any and all claims, losses, liabilities or expenses which may be asserted 
against or suffered by New FPP or the FPP Stockholders by any broker or other person claiming 
any finder’s fee or commission by reason of services alleged to have been rendered for or at the 
instance of NSMC in respect to the execution of this Agreement or in respect to the transactions 
contemplated hereby. 

(e) NSMC agrees, in the event that this merger is not consummated as herein provided, to use 
its best efforts to keep confidential any information (unless readily ascertainable from public or 
published information or trade sources) obtained from FPP concerning the properties, operations 
and business of FPP and will return to FPP any statements, documents or other written information 
obtained from FPP in connection therewith. 

(f) The FPP Stockholders agree to cooperate and use their best efforts to have the present 
officers, directors and employees of FPP cooperate with Niv. rPP on and after the Effective Date 
in the collection of accounts and notes receivable owing to FPP on the Effective Date, and in 
furnishing information, evidence, testimony and other assistance in connection with any actions, 
proceedings, arrangements or disputes of any nature with respect to matters pertaining to all periods 
prior to the Effective Date. 

(g) The FPP Stockholders agree to use their best efforts to persuade all officers, directors and 
employees of FPP to remain in the employment of FPP both during the period from the date 
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hereof to the Effective Date and thereafter; the FPP Stockholders will also use their ber* efforts to 
retain, preserve and maintain the business relations of FPP with their suppliers, customers and others. 

(h) NSMC agrees on or before the Effective Date to incorporate a subsidiary (“New FPP”) 
as a New York corporation and to pass to such subsidiary on or before November 1, 1969 all of 
the assets of FPP (including the stock of the Subsidiaries) acquired pursuant to the merger 
contemplated herein. NSMC agrees that the Certificate of Incorporation of New FPP, to the 
extent that may be required by having paragraph 8(i) included herein, will comply with section 620 
(b) of the New York Business Corporation Law. 

(i) After the Effective Date and prior to October 31, 1972 and as long as Arthur Frommer, 
one of the FPP Stockholders, owns 25% of the NSMC Common Stock received by him on the 
Effective Date pursuant to this Agreement, NSMC will (i) insure that Arthur Frommer has the right 
to determine the FPP board of directors (to be seven in number), the appointment of FPP officers 
and the operations in the ordinary course of business, provided, however, that (x) Cortes W. Randell 
or his nominee is a director and that (y) the After Tax Earnings of FPP have increased by $50,000 
over that of the preceding year. 

9. The obligations of NSMC to consummate the transactions contemplated hereby are subject to the 
fulfillment on or prior to the Effective Date of the following conditions: 

(a) NSMC shall have received from Messrs. Lowenthal, Landau, Fischer and Weisinger, 
counsel for FPP, at the expense of FPP a favorable opinion, dated the Effective Date, in form and 
substance satisfactory to NSMC and its counsel, Messrs. White & Case, to the effect that (i) FPP 
is duly organized and existing in good standing under the laws of New York; (ii) FPP has the 
corporate power to carry on its business as then being conducted and there is no jurisdiction where, 
in the opinion of such counsel, the nature of the business transacted makes qualification as a foreign 
corporation necessary; (iii) the authorized and outstanding capital stock of FPP is as represented 
in this Agreement, and the 100 outstanding shares have been duly and validly authorized and issued 
and are fully paid and non-assessable; (iv) no provision of the Certificate of Incorporation, as 
amended, or the By-Laws of FPP or of any contract to which FPP is a party prevents the consumma¬ 
tion of the merger in the manner contemplated hereunder; (v) there are no outstanding options 
or agreements on the part of FPP to issue or sell any capital stock of FPP; (vi) this Agreement and 
the Escrow Agreement have been duly executed and delivered by FPP and the FPP Stockholders 
and etch is the valid and binding obligation of FPP and each of the FPP Stockholders in accordance 
with its terms and any corporate action by FPP required in order to authorize the transactions herein 
contemplated has been taken; and (vii) to the knowledge of such counsel, FPP is not engaged in 
or threatened with any legal action or other proceeding, nor has it incurred or been charged with 
any presently pending violation of any Federal, state or local law or administrative regulation, which 
would materially adversely affect or impair the financial condition, business, operations, prospects, 
properties or assets of FPP; and (viii) as to such other matters incident to the transactions con¬ 
templated hereby as NSMC and its counsel may reasonably request at or prior to the Effective 
Date. In rendering its opinion, such counsel may rely to the extent that such counsel feels justified 
upon certificates, affidavits or other documents signed by officers of FPP with respect to any facts 
necessary to enable such counsel to give its opinion. 

(b) No action or proceeding before a court or any other governmental agency or body shall 
have been instituted or threatened to restrain or prohibit the merger and no governmental agency or 
body shall have taken any other action or made any request of NSMC as a result of which the 
management of NSMC deems it inadvisable to proceed with the transaction. 

(c) The renresentations and warranties of FPP and the FPP Stockholders shall be true on and 
as of the Effective Date with the same effect as though all such representations and warranties had 
been made on and as of such date subject to changes in the ordinary course of FPP’s business; 
each and all of the agreements of FPP and the FPP Stockholders to be performed on or before 
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the Effective Date pursuant to the terms hereof shall have beer duly performed; and FPP and the 
FPP Stockholders shall have delivered to NSMC a certifies c dated the Effective Date and signed 
by them or on their behalf to both such effects. 

(d) NSMC shall have received a balance sheet of FPP as of May 31, 1969 and an income 
statement for the five months then ended. Such financial statements (i) shalbhave been prepared by 
Joseph Klein & Company, independent accountants and shall be accompanied by the report thereof; 
(ii) shall have been prepared in accordance with accounting principles consistent with the account¬ 
ing principles followed with respect to financial statements on prior periods; and (iii) shall reflect a 
net worth of FPP of not less than $60,000 and combined after tax earnings for the five months 
ended May 31, 1969 of not less than $20,000. 

(e) No material adverse change in the financial condition or business of FPP shall have 
occurred and FPP shall not have suffered any material loss or damage to any of its properties or 
assets, whether or not covered by insurance, since December 31, 1968, which change, loss or damage 
materially affects or impairs the ability of FPP to conduct its business. 

(f) FPP and the FPP Stockholders shall have executed the Escrow Agreement substantially 
in the form attached hereto as Exhibit B. 

(g) The stockholders of NSMC shall have (i) approved an amendment to its Certificate oi 
Incorporation increasing the number of shares of authorized Common Stock, and (ii) approved the 
merger transaction described herein. In addition, the number of NSMC Stockholders exercising their 
rights as dissenting stockholders under Section 74 of the Business Corporation Act of the Diririct 
of Columbia shall not exceed two percent of the outstanding shares of NSMC Common Stock. 

(h) The Effective Date shall be on or prior to October 31, 1969. 

(i) The merger of Five-Dollar-A-Day Tours, Inc. into NSMC pursuant to an Agreement and 
Plan of Merger dated June 11, 1969 by and between Five-Dollar-A-Day Tours, Inc. and NSMC 
shall be consummated simultaneously herewith. 

10. The obligation of FPP to consummate the transaction herein contemplated is subject to the 
fulfillment on or prior to the Effective Date of the following conditions: 

(a) FPP shall have received from Messrs. White & Case, counsel for NSMC, at NSMC’i 
expense, a favorable opinion, dated the Effective Date, in form and substance satisfactory to FPP 
and to FPP’s counsel, Messrs. Lowcnthal, Landau, Fischer Sc Weisinger to the effect that (i) NSMC 
is a corporation duly organized and validly existing in good standing under the laws of the District 
of Columbia and has the corporate power to carry on its business as then being conducted; (ii) 
New FPP is a corporation duly organized and validly existing in good standing under the laws 
of the State of New York; (iii) the shares of NSMC Common Stock delivered pursuant to this 
Agreement have been duly and validly authorized and issued and are fully paid and non-assessable; 
(iv) this Agreement has been duly executed and delivered by authorized officers of NSMC and is 
a valid obligation of NSMC legally binding upon it in accordance with its term, and any corporate 
action by NSMC required in order to authorize the transactions herein contemplated has been 
taken; and (v) all other actions and proceedings required by law or this Agreement to be taken 
by NSMC at or prior to the Effective Date in connection with this Agreement and the transactions 
provided for herein have been duly and validly taken. 

(b) No action or proceeding before a court or any other governmental agency or body shall 
have been instituted or threatened to restrain or prohibit the consummation of the merger and no 
governmental agency or body shall have taken any other action or made any request of FPP or the 
FPP Stockholders as a result of v/hich it deems it inadvisable to proceed with the transaction. 

(c) The representations and warranties of NSMC herein contained shall be true on and as 
of the Effective Date with the same effect as though all such representations and warranties had 
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been made on and as r,f such date subject to changes in the ordin. y course of NSMC's business; 
each and all of the agreements of NSMC to be performed on or before the Effective Date pursuant 

to the terms hereof shall have been duly performed; and NSMC shall have delivered to FPP a 
certificate dated the Effective Date and signed by an officer of NSMC to both such effects 

(d) No material adverse change in the financial condition or business of NSMC shall have 
occurred and NSMC shall not have suffered any material loss or damage to any of its properties 
or assets, whether or not covered by insuiance, since February 28, 1969, which change, loss or 
damage materially affects or impairs the ability of NSMC to conduct its business. 

(e) The Effective Date shall be on or before October 31, 1969. 

(f) The merger of Five-Dollar-A-Day Tours, Inc. into NSMC pursuant to an Agreement and 
Plan of Merger dated June 11, 1969 between Fivc-Dollar-A-Day Tours, Inc. and NSMC shall be 
consummated simultaneously herewith. 

11. The FPP Stockholders agree jointly and severally to indemnify and hold harmless NSMC from 
and against all claims, liabilities, losses, costs, damages or expenses (including without limitation reason¬ 
able counsel fees incurred in litigation or otherwise) arising out of or sustained by NSMC due to any 
breach of any representation, warranty or agreement of FPP or the FPP Stockholders contained herein or 
in any certificate, schedule, exhibit or writing relating to or delivered pursuant hereto. Any amounts 
which may become due and payable to NSMC pursuant to this paragraph 11 shall be satisfied by return¬ 
ing to NSMC shares of NSMC Common Stock from escrow (valuing such shares at the mean average of 
the bid pri. s for the 30 days preceding the return date or, if shares of NSMC Common Stock are then 
traded on a national securities exchange, at the average of the closing prices for the 30 days preceding 
the return date). Any portion of any claim by NSMC under this paragraph 11 which shall thereafter 
remain unsatisfied, shall be satisfied by returning to NSMC shares of NSMC Common Stock delivered to 
the FPP Stockholders pursuant to this Agreement (valuing such shares at the mean average of the bid 
prices for the 30 days preceding the date on which they were received by the FPP Stockholders or, if 
shares of NSMC Common Stock was then traded on a national securities exchange, at the average of 
the closing prices for the 30 days preceding the date on which such shares were received by the Stock¬ 
holders). Thereafter NSMC may pursue any and all other rights and remedies which it may have either 
at law or in eq ity to obtain satisfaction of any such claim under this paragraph 11. NSMC shall 
promptly notify the FPP Stockholders of any claim that it may have under this paragraph 11. Not¬ 
withstanding any of the provisions of this Agreement to the contrary, FPP and the FPP Stockholders 
shall be liable hereunder only to the extent that such liabilities exceed $2,500. 

12. (a) Each FPP Stockholder further represents and agrees that he has not directly or indirectly 
offered or dispostd of or attempted to offer or dispose of any of the shares of NSMC Common Stock 
and that he is acquiring the shares of NSMC Common Stock pursuant to this Agreement solely for 
investment and not with a view to the sale, distribution or other disposition thereof. The FPP Stock¬ 
holders understand that NSMC is relying upon the truth and accuracy of the foregoing representation 
for issuing the Common Stock to the FPP Stockholders without first registering such NSMC Common 
Stock under the Securities Act of 1933. Each FPP Stockholder will and does hereby indemnify and hoM 
harmless NSMC against all liabilities, costs and expenses, including reasonable attorneys' fees, incurred 
by NSMC as a result of any sale or distribution by such Stockholder of such Common Stock in violation 
of such Act. All certificates representing NSMC Common Stock issued pursuant to this Agreement will 
contain a legend in the following form: "The transfer or pledge of the shares represented by this 
Certificate are subject to the provisions of an Agreement between the holder hereof and National Student 
Marketing Corporation dated as of June 11, 1969." 

(b) Each FPP Stockholder agrees that, prior to any transfer or disposition of any shares of NSMC 
Common Stock, such FPP Stockholder will give written notice to NSMC expressing his intention to 
effect such transfer or disposition and describing briefly the manner of the proposed transfer or disposition 
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of such shares of NSMC Common Stock. Promptly upon receiving such notice, NSMC shall present 
copies thereof to its counsel and the provisions of the following subdivision shall apply: 

(i) If in the opinion of such counsel the proposed transfer or disposition docs not require 
registration of such shares of NSMC Common Stock under the Securities Act of 1933, as then in 
force or any similar Federal statute then in force (of which opinion NSMC will notify such 
FPP Stockholder as promptly as practicable) or, if such FPP Stockholder shall have received 
a no-action letter from the Securities and Exchange Commission (a copy of which he shall have 
furnished to NSMC) such FPP Stockholder shall upon receipt of such opinion from NSMC or 
upon the furnishing of such copy to NSMC, as the ease may be, be entitled to transfer or dispose 
of such shares in accordance with the terms of the notice delivered by him to NSMC. 

(ii) If in the opinion of such counsel the proposed transfer or disposition requires such 
registration of such shares of NSMC Common Stock, such Stockholder shall not proceed with 
such transfer or disposition unless and until NSMC shall have registered the same; provided, 
however, that NSMC shall be under no obligation to register any such shares except as hereinafter 
provided. 

(c) In the ease of any proposed registration prior to August 31, 1970 of Common Stock of NSMC 
on Form S-l under the Securities Act of 1933 as then in effect or any similar Federal statute then in 
effect, at least 25 days prior to filing a registration statement for such stock NSMC shall send a written 
notice of such intended registration to each of the FPP Stockholders by first class mail, postage prepaid, 
at their respective addresses appearing on the stock records of NSMC. If within 20 days after the 
mailing of such notice any FPP Stockholder shall request in writing the registration of up to 25 percent 
of the shares received by him pursuant hereto and held by him, NSMC shall include such shares as he 
shall specify in the filing of such registration and will use its best efforts to cause such registration 
statement to become effective as soon as practicable thereafter. In addition to the foregoing, in the 
case of any proposed registration in the twelve months next succeeding August 31, 1970, notice shall 
be similarly given and such FPP Stockholder may request the registration of such additional shares as 
he may desire provided that in the aggregate he will not have disposed of in excess of 50 percent of 
the shares received by him pursuant hereio, NSMC shall include such shares as he shall specify in the 
filing of such registration and will use its best efforts to cause such registration statement to become 
effective as soon as practicable thereafter. Further, in the case of any proposed registration on or prior 
to August 31, 1973, notice shall be similarly given and such FPP Stockholder may request the registra¬ 
tion of such additional shares as he may desire and NSMC will include such shares as he shall specify in 
the filing of such registration and will use its best efforts to cause such registration statement to become 
effective as soon as practicable thereafter. It is understood and agreed that, in the event of any registra¬ 
tion of shares of NSMC Common Stock pursuant to this paragraph 12(c), NSMC may delay the acavery 
of prospectuses to the Stockholders for a period not in excess of 60 days from the effective date of such 
registration statement. 

(d) In the event of any registration pursuant to this paragraph 12, NSMC shall indemnify such 
FPP Stockholders against all losses, claims, damages and liabilities caused by any untrue statement of 
a material fact contained in the registration statement or prospectus (and as amended or supplemented 
if NSMC shall have furnished any amendments or supplements thereto), or caused by any omission to 
state therein a material fact required to be stated therein or necessary to make the statements therein 
not misleading, except in so far as such losses, claims, damages or liabilities are caused by any untrue 
statement of a material fact contained in, or any material fact omitted from, information furnished in 
w riting to NSMC by any FPP Stockholder expressly for use therein. It shall be a condition precedent to 
any right of registration under this paragraph 12 that each FPP Stockholder requesting registration shall 
furnish to NSMC in writing such information as shall be reasonably requested by NSMC for use in any 
such registration statement or prospectus and shall agree in writing to indemnify NSMC, its directors and 
officers, and each person, if any, who controls NSMC within the meaning of Section 15 of the Securities 
Act of 1933, as amended, and any underwriter for NSMC against all losses, claims, damages and liabili- 
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tics caused by any untrue statement of a material fact contained in. or any material fact omitted from, 
information so furnished in writing by such Stockholder. The expenses in connection with any registration 
under this paragraph 12 including, without limitation, printing costs and fees and disbursements of 
counsel and independent accountants, shall be borne by NSMC. Any additional expenses incurred by 
reason of including the FPP Stockholders’ shares shall be borne by the person or persons so registering 
NSMC shall not be required to maintain a current prospectus more than nine months (or such longer 
period as may be mutually agreed upon) after the date of filing any registration statement pursuant to 
this paragraph 12. 

(e) Notwithstanding the foregoing provisions of this paragraph 12 each FPP Stockholder agrees 
that he will not dispose of any shares of NSMC Common Stock if in the opinion of NSMC’s independent 
public accountants such disposition will result in the accounting treatment of the transaction contemplated 
by this Agreement being other than a "pooling of interests”. 

13. The representations, warranties and agreements of the parties made herein shall survive 
the consummation of the transactions contemplated by this Agreement and shall remain in full force 
and effect for a period of thirty seven months after the Effective Date. It is understood and agreed 
that the liability of the Stockholders as among themselves with respect to representations, warranties 
and agreements contained in this Agreement shall be in proportion to the shares of NSMC Common 
Stock received by them pursuant to the provisions of this Agreement. 

14. From and after the Effective Date none of the FPP Stockholders shall (except those continuing 
in the employ of New FPP and in the case of such FPP Stockholders none of them shall subsequent to 
the termination of their employ) retain in any manner or form any customer lists or other confidential 
written information, trade secrets or innovations of any kind relating to the business cf FPP nor will any 
of such FPP Stockholders divulge at any time any such customer lists or written confidential information 
or other co-fidential information to persons other than directors, officers or employees of New FPP, 
NSMC or its subsidiaries. 

15. Any notice or communication required or permitted hereunder shall be sufficiently given 
if sent by first class mail, postage prepaid, and if to FPP addressed to it at 70 Fifth Avenue, New York, 
New York 10011 with a copy to Lowenthal, Landau, Fischer & Weisinger, 250 Park Avenue, New York, 
N. Y. 10017; and if to NSMC, addressed to it at 345 Park Avenue, New York, New York 10017, 
marked for the attention of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, 
New York, New York 10005. 

16. This Agreement and the rights of the parties hereunder may not be assigned (except by 
operation of law) and shall be binding upon and shall inure to the benefit of the parties hereto 
and successors of NSMC and FPP. 

* 17. This Agreement and the Exhibits hereto and the documents delivered pursuant hereto 

constitute the entire agreement and understanding between FPP and NSMC and supersedes any 
prior agreement and understanding relating to the subject matter of this Agreement. 

18. This Agreement may be executed simultaneously in two or more counterparts, each of which 
shall be deemed an original and all of which together shall constitute but one and the same instrument. 

19. Whether or not the transaction herein contemplated shall be consummated, NSMC will pay 
the fees, expenses and disbursements of NSMC and its counsel in connection with the subject matter 
of this Agreement and any amendments thereto and all other costs and expenses incurred by NSMC 
in performance and compliance with all conditions to be performed by it under this Agreement. FPP 
will pay the fees, expenses and disbursements incurred by FPP in connection with the subject matter 
of this Agreement and any amendments thereto and all other costs and expenses incurred by them in 
performance and compliance with all conditions to be performed by them under this Agreement. 
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20. This Agreement shall be construed and interpreted in accordance with the laws of the State 
of New York. 

21. Anything herein to the contrary notwithstanding and notwithstanding any stockholder vote 
of approval of this Agreement and the merger provided herein, this Agreement may be terminated 
and abandoned by mutual consent of the Board of Directors of both NSMC and FPP at any time 
prior to the liffective Date. 

In Witness Whereof, FPP and NSMC have caused their respective corporate names to be 
hereunto subscribed and their respective corporate seals to be hereunto affixed by their officers thereunto 
duly authorized the day and year first above written. 


[Corporate Seal] 


National Student Marketing Corporation 

By Cortes W. Randell 

President 


Attest: 


John Glandon Davies 
Secretary 


[Corporate Seal] 


Frommer-Pasmantier Publishing Corporation 

By Paul E. Pasmantier 

President 


Attest: 

Arthur Frommer 

Secretary 

Confirmed and accepted this 11th day of June, 
1969. 

Stockholders of Frommer-Pasmantier Publishing 
Corporation. 


Arthur Frommer 
Arthur Frommer 


Paul E. Pasmantier 


Paul E. Pasmantier 
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EXHIBIT A-l 


ARTICLES OF MERGER 

Pursuant to Sections 68 and 71 of the District of Columbia Business Corporation Act, the undersigned 
hereby certify: 

(1) A conformed copy of the Agreement and Plan of Merger between National Student 
Marketing Corporation (“NSMC”) and Frommer-Pasmantier Publishing Corporation (‘‘FPP’’ 
dated June 11, 1969 is attached hereto as Exhibit A and incorporated herein by reference. 

(2) The authorized capital stock of NSMC consists of shares of Common Stock, 

par value $.025 per share, of which shares are issued and outstanding. 

(3) The authorized capital stock of FPP consists of 200 shares of Common Stock, without 
par value, of which 100 shares are issued and outstanding. 

(4) The shareholders of NSMC, a District of Columbia corporation, approved and adopted 

the Agreement and Plan of Merger at a Special Meeting of Shareholders held on , 1969. 

The results of the vote were as follows: 


For the Plan 


Against the Plan 


Shares 


Shares 


(5) The shareholders of FPP, a New York corporation, approved and adopted the Agree¬ 
ment and Plan of Merger at a Special Meeting of Shareholders held on , 1969. The results 

of the vote were as follows: 


For the Plan 


Against the Plan 


Shares 


Shares 


In Witness Whereof, these Articles have been signed this 


day of 


, 1969. 


[Corporate Seal] 


Attest: 


Secretary 


[Corporate Seal) 


Attest: 


National Student Marketing Corporation 


President 


Frommer-Pasmantier Publishing Corporation 


President 


' f\ 73 ) 


Secretary 
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CERTIFICATE OF MERGER 

OF 

FROMMER-PASMANTIER PUBLISHING CORPORATION 

AND 

NATIONAL STUDENT MARKETING CORPORATION 

INTO 

NATIONAL STUDENT MARKETING CORPORATION 

(Under Section 907 of the Business Corporation Law) 

The undersigned hereby certify: 

(1) The name of the constituent corporation to be rged is Frommer-Pasmantier Publishing 
Corporation (“FPP”) and the name of the surviving corporation is National Student Marketing 
Corporation (“NSMC"). 

(2) The outstanding capital stock of NSMC consists of shares of voting Common 

Stock, par value $.QJ5 per share. The outstanding capital stock of FPP consists of 200 share* of 
voting Common Stock, without par value. 

(3) The Agreement and Plan of Merger was approved by the Board of Directors of FPP at 

a meeting held on , 1969 and authorized by vote of the holders of two-thirds of all outstand¬ 
ing shares of FPP entitled to vote at a Special Meeting of Shareholders held on , 1969. 

(4) The Agreement and Plan of Merger was approved by the Board of Directors and the 
Shareholders of NSMC in compliance with the applicable provisions of the laws of the District 
of Columbia. The laws of the District of Columbia permit the merger herein effected. 

(5) The Certificate of Incorporation of FPP, a domestic corporation was filed by the Depart¬ 
ment of State on , 19 . NSMC, the surviving corporation, was incorporated under 

the laws of the District of Columbia on May 20, 1966. It filed its application for authority to do 
business in the State of New York on April 3, 1968. 

(6) NSMC hereby agrees that NSMC may be served with process in New York in any action 
or special proceeding for the enforcement of any liability or obligation of any constituent corpora¬ 
tion. previously amenable to suit in New York and for the enforcement under the Business 
Corporation Law of the right of shareholders of any constituent corporation to receive payment 
for their shares against NSMC as the surviving corporation. 

(7) NSMC agrees that subject to the provisions of Section 623 of the Business Corporation 
Law, it will promptly pay to the shareholders of FPP the amount, if any, to which they shall be 
entitled under the provisions of the Business Corporation Law relating to the rights of shareholders 
to receive payment for their shares. 

(8) NSMC hereby designates the Secretary of State as its agent upon whom process againit 
it may be served in the manner set forth in paragraph (b) of Section 306 of the Business Corpora- 
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tion Law : n any action or socc : al proceeding described in paragraph (6) hereof. The Secretary 
of State shall mail a copy of any such process to the following address: 

National Student Marketing Corporation 
1100 Connecticut Avenue N.W. 

Washington, D. C. 


(9) The Plan of Me:?* r has not been abandoned. 


Dated, 


, 1969 


National Student Marketing Corporation 


President 


Secretary 


Frommer-Pasmantier Publishing Corporation 


President 


Secretary 
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ESCROW AGREEMENT 

AGREEMENT, dated October , 1969 among National Student Marketing Corporation, 
a District of Columbia corporation ("NSMC”); Arthur Frommer and Paul E. Pasmantier (the 
“Stockholders”), the holders of all of the outstanding capital stock of Frommer-Pasmantier Publishing 
Corporation, a New York corporation (“FPP”); and The Riggs National Bank of Washington 
(the "Escrow Agent"); 

Whereas, FPP has this day merged with and into NSMC pursuant to an Agreement and Plan 
of Merger and whereas the agreement reflecting such transaction provides that a portion of the shares 
of NSMC Common Stock received by the Stockholders be delivered to and held by the Escrow Agent 
subject to the terms and conditions of an Escrow Agreement; and 

Whereas, the parties hereto have agreed upon and wish to set forth herein the terms and condi¬ 
tions of said Escrow Agreement with respect to the shares of NSMC Common Stock to be so delivered 
to and held by the Escrow Agent: 

Now, Therefore, it is agreed as follows: 

1. Escrow Agent. The Escrow Agent has agreed to act as such Escrow Agent in furtherance 
of the provisions of an Agreement and Plan of Merger, dated June 11, 1969 (the “Merger Agreement”), 
between NSMC and FPP, upon the terms, conditions and provisions provided in this Escrow Agreement. 

2. Escrow of NSMC Shares. The Stockholders hereby designate and appoint The Riggs National 
Bank of Washington, as Escrow Agent to serve in accordance with the terms of this Escrow Agree¬ 
ment. Each of the Stockholders hereby agrees to deposit in escrow with the Escrow Agent on the 
Effective Date provided for in the Merger Agreement the shares of NSMC Common Stock, par 
value $.025 per share, listed opposite his name on the signature page hereto (the "Escrowed Shares"), 
issued and delivered by NSMC to such Stockholders on such Effective Date; such shares are represented 
by stock certificates registered in the names of the respective stockholders and accompanied by stock 
powers duly signed in blank, with signatures guaranteed by a bank, trust company or member firm of 
the New York Stock Exchange. 

3. Purpose of the Escrow. To the extent herein provided, the Stockholders hereby indemnify 
and hold harmless NSMC against and in respect of any “Loss" (as defined in this paragraph 3) which is 
certified to the Escrow Agent in accordance with paragraph 4 hereof. The Escrowed Shares shall, subject 
to the terms and conditions of this Escrow Agreement be applied to indemnify and hold harmless NSMC 
against and in respect of the entire amount of such Loss. As used in this Escrow Agreement, the term 
"Loss” shall mean the amount of any loss, liability or reasonable and actual expense incurred by NSMC as 
a result of any misrepresentation or breach of warranty of the Stockholders contained in the Merger 
Agreement. 

t. Certification of Loss to Escrow Agent. 

(a) If NSMC is of the opinion that any Loss has occurred, and desires to have Escrowed Shares 
applied thereto pursuant to this Escrow Agreement, NSMC shall promptly so notify the Stockholders in 
writing at the address provided in paragraph 12 hereof and shall transmit a copy of such notice to the 
Escrow Agent. Any such notice shall contain a detailed statement specifying the circumstances and 
computation of such asserted Loss. Notice of any claim of Loss with respect to the Escrowed Shares 
must be given on or prior to October 31, 1972. 

(b) The amount of any Loss asserted by NSMC by notice given pursuant to subparagraph 4(a) 
hereof and the number of Escrowed Shares, if any, to be returned to NSMC pursuant to paragraph 5 
hereof shall be certified to the Escrow Agent in writing jointly by NSMC and the Stockholders if they 
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njirec on <;aid amount and number, but if they cannot so agree within a period of 30 days after notice 
is given pursuant to subparagraph 4(a) hereof, either NSMC or the Stockholders shall be entitled within 
30 days after such notice to direct submission of the matter in disagreement to arbitration in accordance 
with the rules and regulations of the American Arbitration Association. The arbitration shall be con¬ 
ducted by three arbitrators selected by such association in accordance with its rules and regulations. 
NSMC and the Stockholders shall promptly notify the Escrow Agent of such submission to arbitration. 
As promptly as possible thereafter the arbitrators shall certify to the Escrow Agent, and to NSMC and 
the Stockholders, that there is no Loss, or, if there is a Loss, the amount thereof and the number of shares 
to be returned to NSMC pursuant to paragraph 5 hereof. Such certification shall contain a detailed state¬ 
ment specifying the circumstances and computation of any Loss. The determination of the arbitrators as 
to the amount of the Loss and the number of Escrowed Shares to be returned to NSMC, if any, shall be 
conclusive and binding upon the Stockholders and NSMC. Such determination may be deferred pending 
the time when any Loss which is uncertain or contingent becomes fixed. The expenses of each party, 
including legal and accounting fees, if any, with respect to any disagreement hereunder shall be borne by 
such party. If the matter is submitted to arbitration, the arbitrators shall designate the party or parties to 
bear the other expenses of such determination and/or the respective amounts to be borne by each. 

(c) In connection with any asserted Loss, NSMC will, or will cause New FPP to make available to 
the Stock holders, their counsel and accountants such records as they may reasonably request pertaining to 
such asserted Loss. 

5. Number of Shares Returnable to NSMC in the Event of Loss. 

(a) Upon determination pursuant to the provisions of paragraph 4 hereof of the amount of any 
Loss, such amount shall be divided by the then market price of the shares, determined as set forth in 
paragraph 11 of the Merger Agreement and the resulting figure (rounded to the nearest whole number) 
shall be the number of Escrowed Shares to be returned to NSMC in respect of such Loss pursuant to the 
provisions of this Escrow Agreement (the “Returned Shares”). 

(b) In the event that the Escrow Agent shall not have received on or prior to October 31, 1972 
a copy of any notice of a Loss asserted by NSMC pursuant to the provisions of paragraph 4 hereof 
(which Loss has not been satisfied prior to such date), then promptly after such date the Escrow Agent 
shall deliver the Escrowed Shares to the Stockholders. In the event that NSMC shall assert any Loss 
hereunder on or prior to October 31, 1972, then the Escrow Agent shall deliver to the Stockholders only 
the number of Escrowed Shares in excess of the number of shares claimed by NSMC. Promptly following 
the making of the final computation pursuant to paragraph 5 hereof and the certification thereof to the 
Escrow Agent pursuant to subparagraph 4(b) hereof, the Escrow Agent shall deliver to NSMC, for 
immediate cancellation only, the Returned Shares, and shall deliver to the Stockholders the balance of 
the Escrowed Shares. Such deliveries shall be effected by the surrender by the Escrow Agent to NSMC 
of the stock certificates then in its possession representing Escrowed Shares, accompanied by any stock 
powers pertaining thereto, whereupon NSMC shall promptly issue to the Escrow Agent a new stock 
certificate registered in the names of the Stockholders for the number of Escrowed Shares then remaining 
in escrow as reduced by the number of Returned Shares, and the Escrow Agent shall retain such new 
stock certificates subject to the terms of this Escrow Agreement. 

6 Adjustment in Shares to Reflect Stock Dividends, Split-Up or Other Recapitalization In the 
event that, prior to any delivery of Escrowed Shares out of escrow by the Escrow Agent in accordance 
with the terms hereof, the outstanding shares of NSMC Common Stock shall have been without fair 
consideration, increased, decreased, changed into or exchanged for a different number or kind of shares 
or securities through reorganization, recapitalization, reclassification, stock dividend, stock split, reverse 
stock split, or other like changes in NSMC’s capitalization, then notice of such change will be given to the 
Escrow Agent and an appropriate and proportionate adjustment shall be made in the number and kind 
of shares of NSMC Common Stock to be thereafter delivered hereunder. 

7. Right of Stockholders to Defend Claims. The Stockholders shall at their expense have the 
opportunity to be represented by counsel of their choice in connection with the defense of any action, 
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suit proceeding, demand or claim brought against NSMC in respect of which NSMC may be entitled to 
indemnification pursuant to paragraph 3 hereof. If the Stockholders elect to exercise this right and give 
notice to NSMC conceding NSMC’s right to such indemnification, their counsel shall have control over 
the prosecution of the defense of said action, suit, proceeding, demand or claim. If after such opportunity 
the Stockholders or their counsel do not participate in such proceedings, they shall be bound by the results 
obtained by NSMC. NSMC shall give prompt written notice of any such claim to the Stockholders at 
the addresses set forth on the stock transfer records maintained by NSMC’s Transfer Agent. In 
connection with any defense or consideration of defense by the Stockholders of any claim referred to here¬ 
inabove in this paragraph, NSMC will make available to the Stockholders, their counsel and accountants 
such records as they may reasonably request pertaining to said claim. 

8. Voting Rights, Dividends, etc. Pending the delivery of Escrowed Shares out of escrow pursuant 
to the provisions of paragraph 5 hereof, the Stockholders may exercise all voting rights with respect to 
the Escrowed Shares and may receive the benefit of all dividends and other distributions with respect 
thereto; provided, however, that any shares which are issued as stock dividends or in a split-up or other 
recapitalization of NSMC with respect to Escrowed Shares shall be deposited by the Stockholders as 
additional Escrowed Shares. All dividends paid on Returned Shares shall be repaid to NSMC by the 
Stockholders. 

9. Fees. The Stockholders agree to pay the Escrow Agent for its services hereunder such reason¬ 
able fee as may be customarily charged for such services by banks in Washington, D. C. 

10. Responsibilities of Escrow Agent. The acceptance by the Escrow Agent of its duties under this 
Escrow Agreement is subject to the following terms and conditions, which the parties to this Escrow 
Agreement hereby agree shall govern and control with respect to its rights, duties, liabilities and 

immunities: 

(a) The Escrow Agent shall act hereunder as depositary only, and it shall not be responsible 
or liable in any manner whatever for the computations to be made in accordance with the formula 
stated in paragraph 5 hereof nor for the sufficiency, correctness, genuineness or validity of any 
security deposited with it. 

(b) The Escrow Agent shall be protected in acting upon any written notice, request, waiver, 
consent, receipt or other paper or document furnished to it, not only as to its due execution and the 
validity and effectiveness of its provisions but also as to the truth and acceptability of any information 
therein contained, which it in good faith believes to be genuine and what it purports to be. 

(c) The Escrow Agent shall not be liable for any error of judgment, or for any act done or step 
taken or omitted by it in good faith, or for any mistake of fact or law, or for anything which it may do 
or refrain from doing in connection herewith, except its own negligence or misconduct. 

(d) The Escrow Agent may consult with, and obtain advice from, legal counsel in the event 
of any question as to any of the provisions hereof or its duties hereunder, and it shall incur no liability 
and shall be fully protected in acting in good faith in accordance with the opinion and instructions of 
such counsel. The cost of such services shall be added to and be a part of the Escrow Agent s 
fee hereunder. 

(e) The Escrow Agent shall have no duties except those which are expressly set forth herein, 
and it shall not be bound by any notice of a claim, or demand with respect thereto, or any waiver, 
modification, amendment, termination or rescission of this Escrow Agreement, unless in writing 
received by it, and, if its duties herein are affected, unless it shall have given its prior written consent 
thereto. 

11. Amendment and Termination. This Escrow Agreement may be amended or cancelled 
by and upon written notice to the Escrow Agent at any time given jointly by NSMC and the Stock¬ 
holders, but the duties or responsibilities of the Escrow Agent may not be increased without its 
consent. 
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12. Notices. Any notices or other communications required or permitted hereunder shall be 
sufficiently given if sent by registered or certified mail, postage prepaid, if to the Stockholders 
addressed to them at their addresses as set forth on the stock transfer records by NSMC s Transfer 
Agent, if to NSMC addressed to it at 345 Park Avenue, New York, New York 10017, marked for 
the attention of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, New 
York, New York 10005, and if to the Escrow Agent addressed to it at 1503 Pennsylvania Avenue, 

N. W., Washington, D. C. marked for the attention of the Escrow Department; or in any ease to such 
other address as shall be furnished in writing by such party. Such notices or other communications 
so given shall be deemed to have been given on the date so mailed. 

13. Parties in Interest. This Escrow Agreement shall be binding upon and inure to the benefit 

O , the respective heirs, legal representatives, successors and assigns of the parties hereto. 

14. Execution by Escrow Agent. The execution of this Escrow Agreement by the Escrow 
Agent shall constitute a receipt for the Escrowed Shares and shall evidence its acceptance and agree¬ 
ment to the terms hereof. 

In Witness Whereof, the parties hereto have duly caused this Escrow Agreement to be executed 
as of the date first above written. 

Escrowed Sh*re» 


Arthur B. Frommer 


Paul E. Pasmanticr 


[Corporate Seal] 
Attest: 


National Student 

By. 


Marketing Corporation 


President 


Secretary 


The Riggs National Bank op Washington 


By 


Trust Officer 


[Corporate Seal] 
Attest: 


A ssistant Secretary 


*{< 300 ) 










E :t 4 i 

Government'8 Exhibit 25 

SCHEDULE F 

AGREEMENT AND PLAN OF MERGER dated as of the 8th day of August, 1969 by and 
between National Student Marketing Corporation, a District of Columbia corporation (“NSMC”), 
and Mar-Clay Mills, Inc., a Pennsylvania corporation ("Mar-Clay”). 

WITNESSETH I 

Whereas, the respective Boards of Directors of NSMC and Mar-Clay deem it advisable for the 
general welfare and advantage of the respective corporations and their shareholders that Mar-Clay 
be merged into NSMC pursuant to this Agreement and the applicable laws of the District of Columbia 
and the Commonwealth of Pennsylvania; and 

Whereas, NSMC will incorporate a new subsidiary (“New Mar-Clay”) and pass to such subsidiary 
all of the assets of Mar-Clay; and 

Whereas, to effect such merger the holders of the outstanding shares of Common Stock, SI 00 
par value of Mar-Clay ("Mar-Clay Stock”): Diane Glynn, Morris Glynn, Claire Sachs and Herbert S. 
Sachs (collectively, the “Stockholders") will receive in exchange for their shares of Mar-Clay Stock, an 
aggregate of 300.000 shares of Voting Common Stock, par value $.025 per share, of NSMC (‘ NSMC 
Common Stock”); and 

Whereas, Mar-Clay and NSMC have been unable to agree upon the value of Mar-Clay and have 
agreed that such value is a function of the earnings of New Mar-Clay during the period from June 1, 1969 
through May 31, 1973; and 

Whereas, in order to establish that value Mar-Clay and NSMC desire to provide that a portion 
of the shares of NSMC Common Stock to be received in connection with the merger will be deposited 
by Stockholders in escrow to be returned to NSMC if earnings of New Mar-Clay do not reach certain 
levels as herein set forth; 

Now, Therefore, in consideration of the mutual agreements and conditions herein contained, 
NSMC and Mar-Clay hereby agree each with the other, in accordance with the applicable laws of the 
District of Columbia and the Commonwealth of Pennsylvania, that Mar-Clay shall be merged into 
NSMC (which in its capacity as the surviving corporation is sometimes hereinafter called the “Surviving 
Corporation”), and that the terms and conditions of the merger and the mode of carrying them into effect 
are and shall be as follows: 

1. When this Agreement and the transactions contemplated hereby have been approved and the 
Articles of Merger, substantially in the form attached hereto as Exhibit A-l, required by Sections 68 
and 71 of the Business Corporation Act of the District of Columbia have been filed in accordance with 
the provisions of such Law, and the Articles of Merger, substantially in the form attached hereto as 
Exhibit A-2, required by Section 903 of the Pennsylvania Business Corporation Law has been filed 
in accordance with the provisions of such Law, the separate existence of Mar-Clay shall cease and it 
shall be merged into NSMC. The date on which such recording and filing have been completed and the 
transaction contemplated hereby becomes effective shall be known as the “Effective Date”. 

2. The laws which are to govern the Surviving Corporation are the laws of the District of Columbia. 
The Articles of Incorporation of NSMC shall, on the Effective Date, be the Articles of Incorporation of 
the Surviving Corporation from and after the Effective Date, subject always to the right of the Surviving 
Corporation to amend its Articles of Incorporation in accordance with the laws of the District of Columbia. 
The By-Laws of the Surviving Corporation shall be the By-Laws of NSMC as in effect on the Effective 
Date, until changed or amended as provided therein. 

3. (a) Upon the Effective Date, NSMC will issue 375 shares of NSMC Common Stock for each one 
share of Mar-Clay Common Stock outstanding on the Effective Date, which shares of NSMC Common 
Stock shall be exchanged for Mar-Clay Common Stock as herein provided. Upon the effectiveness of 
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ihc merger every one share of Mar-Clay Common Stock issued and outstanding immediately prior to the 
efTcctivc time of the merger shall, by virtue of the merger and without any action on the part of the holder 
thereof, automatically be cancelled and there shall be exchanged therefor 375 fully paid and non-asscssable 
shares of NSMC Common Stock. 

(b) Immediately upon receipt of the shares as set forth in paragraph (a) above, the Stockholders 
will deliver to The Riggs National Bank of Washington, as Escrow Agent under an Escrow Agreement 
substantially in the form and substance of Exhibit B hereto (the “Escrow Agreement”), 140,000 shares 
of NSMC Common Stock (the “Escrowed Shares”), such stock to be released from escrow and delivered 
to the Stockholders in whose names such shares are registered, as follows: 

(i) with respect to the fiscal year ending May 31, 1970, a number of shares of NSMC Common 
Stock equal in value to the amount, if any, by which Mar-Clay’s After Tax Earnings for such period, 
as such After Tax Earnings are defined in Exhibit C hereto, exceeds (A) $400,000 or (B) 1969 
After Tax Earnings, whichever is greater, multiplied by 15; 

(ii) with respect to the fiscal year ending May 31, 1971, a number of shares of NSMC Com¬ 
mon Stock equal in value to the amount, if any, by which Mar-Clay’s After Tax Earnings for such 
period exceeds (A) $400,000, (B) 1969 After Tax Earnings or (Cl 1970 After Tax Earnings, 
whichever is greatest, multiplied by 15; 

(iii) with respect to the fiscal year ending May 31, 1972, a number of shares of NSMC 
Common Stock equal in value to the amount, if any, by which Mar-Clay’s After Tax Earnings for 
such period exceeds (A) $400,000, (B) 1969 After Tax Earnings, (C) 1970 After Tax Earnings, 
or (D) 1971 After Tax Earnings, whichever is greatest, multiplied by 15; 

(iv) with respect to the fiscal year ending May 31, 1973, a number of shares of NSMC 
Common Stock equal in value to the amount, if any, by which Mar-Clay’s After Tax Earnings 
for such period exceeds (A) $400,000, (B) 1969 After Tax Earnings, (C) 1970 After Tax 
Earnings, (D) 1971 After Tax Earnings or (E) 1972 After Tax Earnings, whichever is greatest, 
multiplied by 15. 

As used in this paragraph 3(b) “1969 After Tax Earnings” means the After Tax Earnings as determined 
pursuant to Exhibit C provided, however, that such calculation shall be made giving effect to a deduction 
for the year ended May 31, 1969, all federal taxes on the income of Mar-Clay without regard to any net 
operating tax loss carry-forward. 

The value of NSMC Common Stock upon which the number of shares to be issued pursuant to 
this paragraph 3(b) shall be determined is the average of the bid and asked prices of NSMC Common 
Stock on the over-the-counter market for the 30 trading days prior to their release from escrow or if the 
NSMC Common Stock shall be at the time listed on a national stock exchange then the average of the 
closing prices of such slock for the 30 trading days prior to their release from escrow. Any shares 
required by this paragraph 3(b) to be released to the Stockholders shall be so released within 30 days 
following the date of issuance of the accountant’s report referred to in Exhibit C hereto, which date 
shall in no event be more than 120 days after the end of the applicable accounting period, the number 
of shares and the date of release being subject to adjustment as provided in the Escrow Agreement and 
herein. In no event shall more than 140,000 shares of NSMC Common Stock be released in the 
aggregate. Any shares required to be issued pursuant to this paragraph 3(b) shall, notwithstanding 
any provision of this Agreement or the Escrow Agreement to the contrary, be released by September 
30, 1974. 

(c) The shares of NSMC Common Stock to be issued or released pursuant to this paragraph 3 
shall be apportioned among the Stockholders in the same proportion as the number of shares of Mar-Clay 
Stock owned by each Stockholder on the Effective Date bears to the total number of shares of Mar-Clay 
Stock owned by all the Stockholders on such date. No fractional shares or scrip will be issued by 
NSMC, and fractional interests of each Stockholder will be increased or decreased to the nearest whole 
share. 
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(d) In the event that, prior to any issuance and delivery of shares ot NSMC Common Stock to the 
Stockholders pursuant hereto, the outstanding shares of NSMC Common Stock shall have been, without 
new consideration, increased, decreased, changed into or exchanged for a different number or kind 
of shares or securities through reorganization, recapitalization, reclassification, stock dividend, s oc 
split or other like changes in NSMC’s capitalization, then an appropriate and proportionate adjustment 
shall be made in the number and kind of shares of NSMC Common Stock to be thereafter delivered to 

the Stockholders hereunder. 

4. Except as provided herein, upon the merger becoming effective, all the rights, privileges, powers 
and franchises and all property and assets of every kind and description of Mar-Clay and NSMC, 
including, without limitation, trade names, licenses and registrations, know-how, and the goodwill relating 
to any of the foregoing, shall be vested in and be held and enjoyed by NSMC as the Surviving Corporation, 
without further act or deed, and all the estates and interests of every kind of Mar-Clay and NSMC, 
including all debts due to any of them on whatever account, shall be as effectually the property of e 
Surviving Corporation as they were of Mar-Clay and NSMC, and title to any real estate vested by deed 
or otherwise in Mar-Clay and NSMC shall not revert or be in any way impaired by reason of the merger, 
and all rights of creditors and all liens upon any property of Mar-Clay and NSMC shall be preserved unim¬ 
paired, and all debts, liabilities and duties of Mar-Clay and NSMC shall thenceforth attach to NSMC 
as the Surviving Corporation and may be enforced against it to the same extent as if said debts, liabilities 
and duties had been incurred or contracted by it. 

5. Prior to the Effective Date the Stockholders and NSMC shall have executed the Escrow 
Agreement and delivered it to the Escrow Agent. 

6. Mar-Gay and the Stockholders severally and jointly represent, warrant and agree as follows: 

(a) Mar-Gay is a corporation duly organized and validly existing in good standing under the 
laws of the Commonwealth of Pennsylvania with the power to own its property and to carry on its 
business as now being conducted, and is duly qualified as a foreign corporation doing business in eac 
jurisdiction, in which the character of the properties owned or the nature of the business conducted by i 
makes qualification as a foreign corporation necessary. 

(b) Mar-Gay has no subsidiaries or affiliates. 

(c) The authorized capital stock of Mar-Gay consists of 2,000 shares of Common Stock, $100 
nar value of which 800 shares are issued and outstanding. Such issued shares have been validly 
authorized and issued and are fully paid and non-assessable. Mar-Clay has no outstanding options, 
warrants or other rights, calls or commitments to purchase capital stock of Mar-Gay, and there are no 
outstanding options, warrants, rights, calls, commitments, conversion rights, plans or other agreements 
of any character providing for the purchase of any authorized but unissued Mar-Clay shares. Prior 
to the Effective Date, Mar-Clay will not authorize any increase in the number of share* of its authorized 
capital stock or issue any options or rights to subscribe for or purchase shares of its capital stock. 

(d) Mar-Gay has furnished NSMC with balance sheets of Mar-Gay as of May 31. 1968 and as of 
May 31, 1969 and income statements for the twelve month periods then ending, certified by Laventhol. 
Krekstein Horwath & Horwath, independent accountants. Such financial statements are true and correct 
and have been prepared in accordance with generally accepted accounting principles consistently followed 
throughout the periods involved. The balance sheets fairly present the condition of Mar-Gay as of the 
dates thereof, and, except as otherwise referred to herein, reflect all known claims against and debts and 
liabilities (including adequate provision for all taxes) of Mar-Clay, fixed or contingent, as at the dates 
thereof, and the income statements accurately present the results of the operations of Mar-Clay for t ie 
periods indicated. Neither such balance sheets nor such income statements contain any untrue statement 
of a material fact, or omit to state any material fact necessary in order to make the statements contained 
in this paragraph or therein not misleading. 
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(c) Except for such claims, debts and liabilities as are reflected in the May 31, 1969 balance sheet 
referred to in paragraph 7(d> above or otherwise referred to herein, Mar-Clay has no outstanding 
indebtedness and if not subject to any claims or liabilities other than trade or business obligations 
incurred in the ordinary course of business. Without the prior written consent of NSMC, Mar-Clay will 
no* inc.tr, prior to tlie Effective Date, any additional indebtedness for money borrowed or incur any 
..abilities other than in the ere) nary course of business. 

(f) Since May 3 , 1969, Mar-Clay has not issued, or declared or paid any dividend on, or declared 
or made any distribution on, or authorized the creation or issuance of, or effected any split-up or any 
recapitalization of ny of its stock of any class, or directly or indirectly redeemed, purchased or other¬ 
wise acquired any at its outstanding stock, or authorized or made any change in its Certificate of Incor¬ 
poration or agreed to take any such action. 

(g) Mar-Clay has filed all requisite FedeiaL income, payroll and excise tax returns and all appro¬ 
priate state and local income, sales, payroll, personal property and franchise tax returns required to be 
filed by it and has paid all taxes and assessments (including interest or penalties) owed by it to the 
extent that such taxes and assessments have become payable. To the extent that such taxes and 
assessments and any subsequent tax liabilities have accrued but have not become payable, the full amounts 
thereof have been reflected as liabilities on its books. In addition, Mar-Clay has paid all taxes which 
would not require the filing of returns and which are required to be paid by it. The Federal income tax 
returns for the year ending May 31, 1968 of Mar-Clay are presently being examined by the Internal 
Revenue Service and to date no claims or deficiencies have been asserted with respect thereto. 

(h) Except as set forth in a schedule heretofore delivered by Mar-Clay to NSMC, Mar-Gay 
owns no real property. Except as noted on such schedule Mar-Gay has good and marketable title 
in fee simple to all such real property, free and clear of all encumbrances, liens and charges o f every 
kind and character and such encumbrances, liens, easements, rights of way, restrictions, exceptions, 
reservations, limitations, burdens and other imperfections as do not materially impair the use of such 
real property in Mar-Clay’s business or materially affect the marketability of title thereto. Mar-Gay 
has good and marketable title to all its personal and intangible property, including the personal and 
intangible property reflected in the most recent balance sheet delivered pursuant to paragraph 7(d) 
above, with such changes in such personal and intangible property as have been made since such dates, in 
the ordinary course of business. None of such personal and intangible property is subject (i) to a 
contract of sale, except inventory to be sold in the ordinary course of business or (ii) to mortgages, 
pledges, liens, encumbrances, security interests or charges of any kind or character except as herein dis¬ 
closed or as set forth in a schedule heretofore delivered by Mar-Gay to NSMC. All buildings, 
structures and appurtenances owned by Mar-Clay and all machinery and equipment leased by Mar-Gay 
are in good operating condition and in a state of good maintenance and repair, and are adequate 
and suitable for the purposes for which they are presently being used. 

(i) Mar-Clay does not hold under lease any real or personal property except as set forth in a 
schedule heretofore delivered by Mar-Clay to NSMC. Each such lease is in full force and effect; 
all rents and additional rents due to date on each such lease have been paid; in each case the lessee 
has been in peaceable possession since the commencement of the original term of such lease and is 
not in default thereunder and no waiver, indulgence or postponement of the lessee’s obligations there¬ 
under has been granted by the lessor; and there exists no event, occurrence, condition or act which, 
with the giving of notice, the lapse of time or the happening of any further event or condition would 
become a default under any such lease. Mar-Clay has not violated any of the terms or conditions 
under any such lease and all of the covenants to be performed by the lessee under each such lease have 
been fully performed. 

fj) Mar-Clay has heretofore delivered to NSMC a true and correct list of all policies of insurance 
of Mar-Clay including the amounts thereof, in force as at the date hereof, and such policies are in 
full force and effect. Mar-Clay will continue to maintain all of such policies or renewals thereof in full 
force and effect up to and including the Effective Date. 
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(k) Mar-Gay docs not own, possess or have any license in respect of any trade secret, technical 
information, patent, patent right, application for patent, trademark, trade name, copyright, process 
or formula used in its business, except as set forth in a schedule heretofore delivered to NSMC. Except 
as noted on such schedule, no trademark or trade name infringes on others, none is owned by or 
licensed to any other person, firm or corporation in the United States or elsewhere, no proceedings 
have been instituted or are pending or threatened which challenge the sole and exclusive ownership 
thereof by Mar-Gay and none is subject to any proceeding or action attacking or contesting its validity. 
Except as set forth in such schedule attached hereto, Mar-Clay has full right, title and owership to 
its corporate name and any and all other names under which it does business. Mar-Gay possesses 
valid rights to use II trademarks, trade names, and all licenses now used and necessary to conduct 
its business as presently being conducted. 

(l) There are no actions, suits or proceedings pending or threatened against or affecting Mar-Gay, 
at law or in equity, by or before any Federal, state or municipal court or other governmental department, 
commission, board, bureau, agency or instrumentality, except as heretofore disclosed in writing by 
Mar-Clay to NSMC. Mar-Gay is not subject to any liability by reason of a violation of any order, rule, 
or regulation of, or default with respect to any tax return or any other return or report payable to or 
required to be filed with, any Federal, state, municipal or other governmental agency, department, com¬ 
mission, bureau, board or instrumentality to which it is subject. 

(m) Mar-Clay has no collective bargaining agreements with employees, executive employment 
agreements, executive compensation plans, employees’ pension or retirement plans or pension trusts, 
employees’ profit sharing or bonus or stock purchase plans or any other similar agreements or plans, 
except as set forth in a schedule heretofore delivered by Mar-Clay to NSMC. Between the date hereof 
and the Effective Date, Mar-Gay will not, without the written consent of NSMC, make or agree to make 
any increase in the rate of wages, salaries, bonuses or other remuneration of any employee or employees 
(except increases for plant foremen and hourly wage and piece-work employees consistent with past prac¬ 
tice), or become a party to any employment contract or arrangement with any of its officers or employees 
other than contracts which are terminable at will or subject to termination on not more than one month’s 
notice, or become a party to any contract or arrangement with any officers or employees providing for 
bonuses or profit-sharing payments, severance pay or retirement benefits. 

(n) Mar-Gay has heretofore delivered to NSMC a true and correct list of all outstanding contracts, 
agreements or understanding to which Mar-Gay is a party, except (i) those referred to elsewhere in this 
Agreement, (ii) any contract, agreement or understanding involving an aggregate expenditure by Mar- 
Clay of less than $5,000, and (iii) purchase orders to suppliers and sales orders from customers, issued 
or accepted in the ordinary course of business. Neither Mar-Clay nor any other party to any such 
contract, agreement or understanding is in default under the terms of any such contract, agreement or 
understanding. Between the date hereof and the Effective Date, Mar-Clay will not, without the written 
consent of NSMC, which consent will not be unreasonably withheld, make any changes or modifications 
in any such contracts, agreements or understandings, or incur any further obligations or surrender any 
rights thereunder, or make any further additions to its property or further purchases of equipment except 
such changes or modifications each in an amount less than $5,000, as are in the ordinary course of business 
or are necessary or appropriate to maintain its properties and equipment. Mar-Clay is not a party 
to any continuing contract for the future purchase of materials, supplies or equipment in excess of the 
requirements for its business as now being conducted. 

(o) Mar-Gay is not subject to any order, judgment or decree with respect to its business or condi¬ 
tion or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, instrument, 
order, judgment or decree which would prevent the consummation of the transactions contemplated here¬ 
under, or compliance by Mar-Clay or the Stockholders with the terms, conditions and provisions hereof. 

(p) AH outstanding accounts receivable (trade or other) of Mar-Gay, as set forth in the May 31, 
1969 balance sheet and in its books and records, are collectible. 
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(q) Since May 31, 1969 the business and properties of Mar-Gay have not been materially 
adversely afTccted in any way as a result of any legislative or regulatory change, revocation of any. 
license or right to do business, fire, explosion, accident, casualty, labor trouble, flood, drought, riot, 
storm, condemnation, or act of God or other public force or otherwise and the Stockholders have 
no knowledge of any facts which are likely to result in such material adverse effect other than as 
heretofore disclosed in writing to NSMC. 

(r) The copies of Mar-Gay’s Certificate of Incorporation and By-Laws, as amended to date, 
Mar-Clay’s Secretary, heretofore delivered to NSMC, and of all leases, instruments, agreements or other 
documents that may have been delivered to NSMC pursuant to the terms of this Agreement and which are 
identified in writing signed by any of the Stockholders and by NSMC, are and will be complete and 
correct as of the date hereof and as of the Effective Date. The execution of this Agreement and the 
performance of the obligations hereunder shall not violate any of the terms or provisions of any such 
leases, instruments, agreements or other documents and none requires the consent of any third party 
to the transactions contemplated hereby. 

(s) Mar-Clay has maintained its books of account in the usual, regular and ordinary manner 
in accordance with generally accepted accounting principles applied on a consistent basis. 

(t) In the negotiations leading up to the transaction contemplated by this Agreement, neither 
the Stockholders nor Mar-Clay has retained or utilized the services of any broker or finder. 

(u) During the period from the date hereof to and including the Effective Date, Mar-Gay 
will conduct its business solely in the usual and ordinary manner and will refrain from any transactions 
not in the ordinary course of business unless the prior written consent of NSMC to such transactions 
has been obtained, which consent will not be unreasonably withheld. 

7. NSMC represents, warrants and agrees as follows: 

(a) NSMC and each of its subsidiaries are corporations duly organized, validly existing and 
in good standing under the laws of their respective states of incorporation with the power to own 
their properties and carry on their businesses as now being conducted. NSMC is duly qualified 
and in good standing as a foreign corporation in the Commonwealth of Pennsylvania. 

(b) As of August 8, 1969, the authorized capital stock of NSMC consisted of 3,000,000 shares 
of Common Stock, par value S.025 per share, of which 2,904,555 shares (excluding 7,934 shares 
held in the treasury of NSMC) were outstanding. Such outstanding shaves have been validly authorized 
and issued and are fully paid and non-assessable. 

(c) NSMC has furnished Mar-Gay with (i) the consolidated financial statements of NSMC and 
its subsidiaries as at August 31, 1968 contained in its 1968 Annual Report to Stockholders, certified 
by Peat, Marwick, Mitchell & Co., and (ii) unaudited consolidated statement of earnings as reported 
to its shareholders for the six months ended February 28, 1969, prepared by NSMC. Such financial 
statements are true and correct and have been prepared in accordance with generally accepted accounting 
principles consistently followed throughout the periods involved. The consolidated financial statements 
fairly present the condition of NSMC and its subsidiaries as of the dates thereof, and the Jesuits of their 
operations for the periods indicated, subject in the case of the sb: months ended February 28, 1969, 
to year-end audit adjustments. None of such consolidated financial statements contain any untrue state¬ 
ment of a material fact, or omit to state any material fact necessary in order to make the statements 
contained in this paragraph or therein net misleading. 

(d) In the negotiations leading up to the transaction contemplated by this Agreement, NSMC 
has not, except as heretofore disclosed to the Stockholders in writing, retained or otherwise utilized the 
services of any broker or finder. 

(e) The execution and performance of this Agreement by NSMC have been duly authorized by 
proper corporate action and such execution and performance are within its corporate powers. 
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(f) The shares of NSMC Common Stock to be issued and delivered pursuant to this Agreement 
will, upon the consummation of the transactions contemplated by this Agreement, be duty authorized, 
validly issued, fully paid and nonassessable. 

(g) NSMC is not subject to any order, judgment or decree with respect to its business or condition 
or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, instrument, order, 
judgment or decree which would prevent the consummation of the transactions contemplated hereunder, 
or compliance by NSMC with the terms, conditions and provisions hereof. 

(h) Since February 28, 1969 the business and properties of NSMC have not been materially 
adversely affected in any way as a result of any legislative or regulatory change, revocation of any license 
or right to do business, lire, explosion, accident, casualty, labor trouble, flood, drought, riot, storm, 
condemnation, or act of God or other public force or otherwise and NSMC has no knowledge of any 
facts which are likely to result in such material adverse effect other than as heretofore disclosed in 
writing to Mar-Clay. 

8. NSMC, Mar-Clay and the Stockholders agree as follows: 

(a) NSMC and its authorized representatives shall, from and after the date hereof, have full access 
to the properties and the books and records of every kind of Mar-Clay, and the Stockholders will cause 
the officers of Mar-Clay to furnish NSMC with such financial and operating data and other information 
as to the business and properties of Mar-Clay and copies of all documents referred to herein or in any 
list delivered hereunder, as NSMC shall from time to time request. The Stockholders will cause Mar-Clay 
and its officers and employees to comply with all of the conditions of this Agreement relating thereto. 
From and after the date hereof and prior to the Effective Date at reasonable times requested by NSMC, 
the Stockholders will consult, and will use their best efforts to have the executive officers of Mar-Clay 
consult, with NSMC’s management with respect to the operation and management of Mar-Clay. 

(b) Mar-Clay, the Stockholders and NSMC each agree to execute and deliver or cause to be 
executed and delivered such additional instruments as the other party may reasonably request for the 
purpose of carrying out this Agreement. 

(c) Mar-Clay and the Stockholders agree to and do hereby indemnify and hold harmless NSMC 
from and against any and all claims, losses, liabilities or expenses which may be asserted against NSMC 
or Mar-Clay or New Mar-Clay by any broker or other person claiming any finder’s fee or commission 
by reason of services alleged to have been rendered for or at the instance of the Stockholders or any 
of them in respect to the execution of this Agreement or in respect to the delivery of Mar-Clay Stock to 
NSMC pursuant to this Agreement. 

(d) NSMC agrees to and hereby does indemnify and hold harmless Mar-Clay, New Mar-Clay ana 
the Stockholders from and against any and all claims, losses, liabilities or expenses which may be 
asserted against or suffered by the Stockholders, Mar-Clay, New Mar-Clay and by any broker or other 
person claiming any finder’s fee or commission by reason of services alleged to have been rendered 
for or at the instance of NSMC in respect to the execution of this Agreement or in respect to the delivery 
of Mar-Clay Stock to NSMC pursuant to this Agreement. 

(el NSMC agrees, in the event that the transactions as herein contemplated are not consummated 
as herein provided, that NSMC will use its best efforts to keep confidential any information (unless 
readily ascertainable from public or published information or trade sources) obtained from Mar-Clay 
or the Stockholders concerning the properties, operations and business of Mar-Clay and will return to 
Mar-Clay any statements, documents or other written information obtained from Mar-Clay or the Stock¬ 
holders in connection therewith. 

(f) The Stockholders agree to cooperate and use their best efforts to have the present officers, 
directors and employees of Mar-Clay cooperate with NSMC and New Mar-Clay on and after the Effec¬ 
tive Date in the collection of accounts and notes receivable owing to Mar-Clay on the Effective Date, 
and in furnishing information, evidence, testimony and other assistance in connection with any actions, 
proceedings, arrangements or disputes of any nature with respect to matters pertaining to all periods 
prior to the Effective Date. 
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(g) From the date hereof up to and including the Effective Date, the Stockholders agree to use 
their best efforts to persuade all officers, directors and employees of Mar-Clay to remain in the employ¬ 
ment of New Mar-Gay; and the Stockholders will also use their best efforts during such period to retain, 
preserve and maintain the business relations of New Mar-Clay with their suppliers, customers and others. 

(h) NSMC agrees that it will continue, after the Effective Date, to perform such acts and do such 
things so as to be, within the legal definition, doing business in the Commonwealth of Pennsylvania to 
the extent that NSMC shall annually be liable to pay a Franchise Tax to the Commonwealth of Pennsyl¬ 
vania and to be qualified as a foreign corporation doing business in the Commonwealth of Pennsylvania. 
NSMC agrees to maintain such qualification and pay such taxes when due for at least five years from the 
Effective Date. 

(i) NSMC agrees that if NSMC claims any deduction from its income for federal income tax 
purposes for any interest attributable to the release of shares of NSMC Common Stock from escrow to 
the Stockholders. NSMC shall pay in cash to each of the Stockholders such Stockholder's pro rata share 
of the excess of (a) the amount of the Federal income tax which would have been payable by NSMC for 
its taxable year in which such shares arc released from escrow if the amount of such interest had not 
been deducted over, (b) the amount of the Federal income tax payable by NSMC for such year. 

(j) The parties hereto agree to use their best efforts to have the Effective Date on the effective date 
of the registration statement referred to in paragraph 10(e) or within forty-eight hours thereafter. 

9. The obligations of NSMC to consummate the transaction as herein contemplated shall be subject 
to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) NSMC shall have received from Messrs. Blank, Rome. Klaus & Comisky, counsel for the 
Stockholders, at the expense of the Stockholders, a favorable opinion, dated the Effective Date, in form 
and substance satisfactory to NSMC and its counsel, Messrs. White & Case, to the effect that (i) Mar- 
Clay is duly organized and existing in good standing under the laws of Pennsylvania; (ii) Mar-Clay has 
the corporate power to carry on its business as then being conducted and is duly qualified as a foreign 
corporation doing business in Delaware, the only jurisdiction except New York where, in the opinion 
of such counsel, the nature of the business transacted by it makes qualification as a foreign corporation 
necessary; (iii) the authorized and outstanding capital stock of Mar-Gay is as represented in this 
Agreement, and such outstanding shares have been duly and validly authorized and issued and are fully 
paid and nonassessable; (iv) no provision of the Certificate of Incorporation, as amended, or the By- 
Laws of Mar-Clay or of any contract to which Mar-Clay is a party, of which such counsel has knowledge, 
prevents the consummation of the transaction in the manner contemplated hereunder; (v) there are no 
outstanding options or agreements of w’ ~h such counsel has knowledge on the part of Mar-Gay to issue 
or sell any capital stock of Mar-Clay; (vi) this Agreement and the Escrow Agreement have been duly 
executed and delivered by the Stockholders and each is the valid and binding obligation of each of the 
Stockholders in accordance with its terms; and all necessary corporate action required to be taken by 
Mar-Clay in order to authorize the transactions herein contemplated has been taken; and (vii) to the 
knowledge of such counsel, Mar-Clay is not engaged in or threatened with any legal action or other 
proceeding, or has incurred or been charged with any presently pending violation of any Federal, state or 
local law or administrative regulation, which would materially adversely affect or impair the financial 
condition, business, operations, prospects, properties or assets of Mar-Clay, except as referred to in this 
Agreement: (viii) all actions and proceedings required by law to be taken by Mar-Gay at or prior to the 
Effective Date in connection with this Agreement and the transactions provided for herein have been duly 
and validly taken; and (ix) as to such other matters incident to the transactions contemplated hereby as 
NSMC and its counsel may reasonably request at or prior to the Effective Date. In rendering its opinion, 
such counsel may rely to the extent that such counsel feels justified upon certificates, affidavits or other 
documents signed by officers of Mar-Clay with respect to any facts necessary to enable such counsel to give 
its opinion. 

(b) No action or proceeding before a court or any other governmental agency or body shall have 
been instituted or threatened to restrain or prohibit the merger and no governmental agency or body shall 
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have taken any other action or made any request of NSMC as a result of which the management of NSMC 
in good faith deems it inadvisable to proceed with the transaction. 

(c) The representations and warranties of Mar-Clay and the Stockholders shall be true on and as 
of the Effective Date with the same effect as though all such representations and warranties had been made 
on and as of such date; each and all of the agreements of Mar-Clay and the Stockholders to be performed 
on or before the Effective Date pursuant to the terms hereof shall have been duly performed; and 
Mar-Clay and the Stockholders shall have delivered to NSMC a certificate dated the Effective Date and 
signed by them or on their behalf to both such effects. 

(d) No material adverse change in the financial condition or business of Mar-Clay shall have 
occurred and Mar-Clay shall not have suffered any material loss or damage to any of its properties or 
assets, whether or not covered by insurance, since February 28, 1969, which change, loss or damage 
materially affects or impairs the ability of Mar-Clay to conduct its business. 

(e) The Stockholders shall have executed the Escrow Agreement substantially in the form attached 
hereto as Exhibit B. 

(f) The Stockholders of NSMC shall have approved (i) an amendment to its Certificate of Incor¬ 
poration increasing the number of shares of authorized Common Stock and (ii) the merger transaction 
described herein. NSMC agrees to use its best efforts to obtain such approval prior to October 30, 1969. 
In addition, the number of shares of NSMC Common Stock owned by NSMC Stockholders exercising 
their rights as dissenting Stockholders under Section 73 of the Business Corporation Act of the District 
of Columbia shall not have exceeded 2% of the outstanding shares of NSMC Common Stock. 

10. The obligation of Mar-Clay to consummate the transactions herein contemplated and of each 
Stockholder to accept NSMC Common Stock shall be subject to the fulfillment on or prior to the Effective 
Date of the following conditions: 

(a) Mar-Clay and the Stockholders shall have received from Messrs. White & Case, counsel for 
NSMC. at NSMC’s expense, a favorable opinion, dated the Effective Date, in form and substance satis¬ 
factory to Mar-Clay and the Stockholders and their counsel, Messrs. Blank, Rome, Klaus & Comisky, to 
the effect that (i) NSMC and its subsidiaries are corporations duly organized and validly existing in good 
standing under the laws of their respective states of incorporation and have the corporate power to carry 
on their businesses as then being conducted; (ii) NSMC is duly qualified to do business in Pennsylvania; 
(iii) the shares of NSMC Common Stock delivered to the Stockholders pursuant to this Agreement have 
been duly and validly authorized and issued and are fully paid and nonassessable, and the Stockholders 
have acquired absolute title thereto, free of liens and restrictions, except as set forth in this Agreement; (iv) 
this Agreement and the Escrow Agreement have been duly executed and delivered by authorized officers 
of NSMC and each is a valid obligation of NSMC legally binding upon it in accordance with its terms, and 
any corporate action required in order to authorize the transactions herein contemplated has been taken; 
and (v) all other actions and proceedings required by law to be taken by NSMC at or prior to the Effective 
Date in connection with this Agreement and the transactions provided for herein have been duly and 
validly taken; and (vi) as to such other matters incident to the transactions contemplated hereby as NSMC 
and its counsel may reasonably request at or prior to the Effective Date. In rendering its opinion, such 
counsel may rely to the extent that such counsel feels justified upon certificates, affidavits or other docu¬ 
ments signed by officers of NSMC with respect to any facts necessary to enable such counsel to give its 
opinion. 

(b) No material adverse change in the financial condition or business of NSMC and its subsidiaries 
taken as a whole shall have occurred and NSMC and its subsidiaries shall not have suffered any material 
loss or damage to any of their properties or assets, whether or not covered by insurance, since February 
28, 1969, which change, loss or damage materially affects or impairs the ability of NSMC and its sub¬ 
sidiaries to conduct its business. 
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(c) No action or proceeding before a court or any other governmental agency or body shall have 
been instituted or threatened to restrain or prohibit the merger and no governmental agency or body 
shall have taken any other action or made any request of the Stockholders or of Mar-Clay as a result of 
which they deem it inadvisable in good faith to proceed with the transaction. 

(d) The representations and warranties of NSMC herein contained shall be true on and as of the 
Effective Date with the same effect as though all such representations and warranties had been made 
on and as of such date; each and all of the agreements of NSMC to be performed on or before the 
Effective Date pursuant to the terms hereof shall have been duly performed; and NSMC shall have 
delivered to Mar-Clay a certificate dated the Effective Date and signed by an officer of NSMC to both 
such effects. 

(c) NSMC shall have received an order from the Securities and Exchange Commission declaring 
effective under the Securities Act of 1933, as amended, a registration statement relating to the proposed 
sale by Stockholders of twenty-five percent of the shares of NSMC Common Stock to be received by the 
Stockholders pursuant to this Agreement free of escrow restrictions. 

11. The Stockholders agree jointly and severally to indemnify and hold harmless NSMC from and 
against all claims, liabilities, losses, costs, damages or expenses (including without limitation reasonable 
counsel fees incurred in litigation or otherwise) arising out of or sustained by NSMC due to any breach 
of any representation, warranty or agreement of the Stockholders contained herein or in any certificate, 
schedule, exhibit or writing relating to or delivered pursuant hereto and separately identified by the signa¬ 
tures of the parties hereto, subject however to the limitations contained in the Escrow Agreement. To the 
extent that any item for which NSMC claims indemnification pursuant to this paragraph 11 adversely 
affects Mar-Gay’s After Tax Earnings so as to reduce the number of shares to be released to the Stock¬ 
holders pursuant to paragraph 3(b) hereof, the obligation hereunder shall be correspondingly reduced 
by the aggregate value of the NSMC Common Stock (valuing such shares at the average of the bid and 
asked prices for the 30 trading days preceding the return date or, if shares of NSMC Common Stock are 
then traded on a national securities exchange, at the average of the closing prices for the 30 trading days 
preceding the return date) not delivered to the Stockholders by reason thereof. Asy remaining amounts 
which may become due and payable to NSMC pursuant to this paragraph 11 shall next be satisfied by 
returning to NSMC shares of NSMC Common Stock from escrow (valuing such shares as determined 
above). If a portion of any claim by NSMC under this paragraph 11 shall thereafter remain unsatisfied, 
NSMC may pursue any and all other rights and remedies which it may have either at law or in equity to 
obtain satisfaction thereof. NSMC shall promptly notify the Stockholders of any claim that it may have 
under this paragraph 11 and give the Stockholders a reasonable opportunity to defend such claim if 
they so desire. Notwithstanding any of the provisions of this Agreement to the contrary, the Stockholders 
shall be liable hereunder only to the extent that such liabilities exceed, in the aggregate, $5,000. 

12. (a) Each Stockholder further represents and agrees that he has not directly or indirectly 
offered or disposed of or attempted to offer or dispose of any of the shares of NSMC Common Stock 
and that he will not so offer or dispose of or attempt to offer or dispose of any of such shares in violation 
of the Securities Act of 1933. The Stockholders understand that NSMC is relying upon the truth and 
accuracy of the foregoing representation for issuing the Common Stock to the Stockholders without first 
registering such NSMC Common Stock under the Securities Act of 1933. The Stockholders will and do 
hereby indemnify and hold harmless NSMC against all liabilities, costs and expenses, including reasonable 
attorneys’ fees, incurred by NSMC as a result of any sale or distribution by the Stockholders of such 
Common Stock in violation of such Act. All certificates representing NSMC Common Stock issued pur¬ 
suant to this Agreement will contain a legend in the following form: “The transfer of the shares repre¬ 
sented by this Certificate are subject to the provisions of an Agreement between the holder hereof and 
National Student Marketing Corporation dated as of August 8, 1969.” 

(b) Each Stockholder agrees that, prior to any transfer or disposition of any shares of NSMC 
Common Stock, such Stockholder will give written notice to NSMC expressing his intention to effect 
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such transfer or disposition and describing briefly the manner of the proposed transfer or disposition 
of such shares of NSMC Common Stock. Promptly upon receiving such notice, NSMC shall present 
copies thereof to its counsel and the provisions of the following subdivisions shall apply: 

(i) If in the opinion of such counsel the proposed transfer or disposition does not require 

registration of such shares of NSMC Common Stock under the Securities Act of 1933, as then 

in"force or any similar Federal statute then in force or if such Stockholder shall have received a 
no-action letter from the Securities and Exchange Commission (a copy of which he shall have 
furnished to NSMC) such Stockholder shall upon receipt of such opinion from NSMC or upon 
the furnishing of such copy to NSMC, as the case may be, be entitled to transfer or dispose 
of such shares in accordance with the terms of the notice delivered by him to NSMC. 

(ii) If in the opinion of such counsel the proposed transfer or disposition requires such 

registration of such shares of NSMC Common Stock, such Stockholder shall not proceed with 
such transfer or disposition unless and until NSMC shall have registered the same; provided, 

however, that NSMC shall be under no obligation to register any such shares except as hereinafter 

provided. 

(iii) NSMC agrees to cause such counsel to furnish such opinion within 15 days after receipt 
of the above-mentioned notice. 

(c) As soon as practicable after the execution of this Agreement, NSMC will file the registration 
statement referred to in paragraph 10(e) and will use its best efforts to make effective such registration 
at or prior to October 30, 1969, of the shares covered by such registration statement, all to the extent 
requisite to permit the sale of shares of NSMC Common Stock covered thereby. NSMC will keep 
effective such registration statement and from time to time amend or supplement the same and the pro¬ 
spectus used in connection therewith for a period of 6 months after the Effective Date to the extent 
necessary in order to comply with the Securities Act of 1933, as amended, (the “Act"). In addition, 
NSMC will use its best efforts to qualify such shares for sale under the laws of such states as shall be 
reasonably requested by the Stockholders provided, however, that NSMC shall not be required to qualify 
as a foreign corporation in any jurisdiction where it has not heretofore been qualified. The expenses 
in connection with any registration under this subparagraph, including without limitation, printing costs 
and fees and disbursements of counsel and independent accountants shall be borne by NSMC, except that 
any underwriters’ discount and charges and applicable registration fee under the Act, allocable to Stock¬ 
holders, and counsel fees and expenses of the Stockholders, shall be borne by the Stockholders. 

(d) In case of any proposed registration of Common Stock of NSMC prior to the expiration of 
4 years following the Effective Date, under the Act or any similar statute then in effect, upon Form S-l 
or any similar form under the Act, at least 25 days prior to the filing of a registration statement for such 
securities, NSMC shall send written notice of such intended registration to each of the Stockholders. If 
within 20 days after the receipt of such notice, any Stockholder shall request in writing the registration 
of NSMC Common Stock issued to him pursuant to this Agreement, NSMC shall use its best efforts 
to register under the Act all or part of the NSMC Common Stock, as may be specified in such request, 
concurrently with the registration of such other NSMC stock. The Stockholders shall not be required 
to bear any expenses of such registration other than the registration fee under the Act applicable to the 
shares offered by them and the fees and expenses of their own counsel. 

(e) In the event of any registration pursuant to this paragraph 12, NSMC shall indemnify such 
Stockholders against all losses, claims, damages and liabilities caused by any untrue statement of a 
material fact contained in the registration statement or prospectus (and as amended or supplemented 
if NSMC shall have furnished any amendments or supplements thereto), or caused by any omission to 
state therein a material fact required to be stated therein or necessary to make the statements therein 
not misleading, except in so far as such losses, claims, damages or liabilities are caused by any untrue 
statement of a material fact contained in, or any material fact omitted from, information furnished 
in writing to NSMC by any Stockholder expressly for use therein. It shall be a condition precedent 
to auy right of registration under this paragraph 12 that each Stockholder requesting registration shall 
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furnish to NSMC in writing such information as shall be reasonably requested by NSMC for use in any 
such registration statement or prospectus and shall agree in writing to indemnify NSMC, its directors 
and officers, and each person, if any, who controls NSMC within the meaning of Section 15 of the 
Securities Act of 1933, as amended, and any underwriter for NSMC against all losses, claims, damages 
and liabilities caused by any untrue statement of a material fact contained in, or any material fact 
omitted from, information so furnished in writing by such Stockholder. NSMC shall not be required to 
maintain a current prospectus more than three months (or such longer period as may be mutually agreed 
upon) after the date of filing any registration statement pursuant to this paragraph 12(e). 

(f) Notwithstanding the foregoing provisions of this paragraph 12, (i) each Stockholder agrees that 
he will not, except pursuant to paragraph 12(c) hereof, dispose of any shares of NSMC Common Stock 
if in the opinion of NSMC's independent public accountants such disposition will result in the accounting 
treatment of the transaction contemplated by this Agreement being othef than a “pooling of interests", 
and (ii) no registration need be effected, pursuant to this paragraph 12, if such registration is not required 
in the opinion of counsel to NSMC by the Securities Act of 1933 in order to permit the proposed transfer 
or disposition of NSMC Common Stock by the Stockholders. 

13. NSMC hereby agrees to pay to the Stockholders the amount by which $1,600,000 exceeds 
the aggregate proceeds to the Stockholder from the sales of shares of NSMC Common Stock which have 
been registered and sold pursuant to paragraph 10(e) hereof; provided that such payment shall in 
no event exceed $300,000 and shall be apportioned among the Stockholders in proportion to the 
shares of NSMC Common Stock received by them pursuant to the provisions of this Agreement. For 
the purposes of the calculations provided for in this paragraph 13, the “proceeds" shall be the price 
received by the Stockholders from an underwriter if an underwriter is involved or, if no underwriter is 
involved, the actual selling price (before commissions but after discounts) received by the Stockholders; 
provided, however, that Stockholders shall use their best efforts to attain the best available price on the 
market at the time they sell such shares. Stockholders shall make available to NSMC on request all 
records relative to such transactions. Settlement of the above obligation shall be not later than forty- 
five days after the Effective Date and in the event that all of the shares to be registered and sold pursuant 
to paragraph 10(e) hereof have not by that time been sold, then settlement shall be pro-rata on the 
proportion so registered and sold. Stockholders may sell such shares from time to time, at such times 
as they in their best judgment deem best. 

14. The representations, warranties and agreements of the parties made herein shall survive the 
consummation of the transactions contemplated by this Agreement and shall remain in full force and 
effect thereafter for a period of two years after the Effective Date, except representations, warranties 
and agreements with respect to the liability for and payment of Federal, state and municipal taxes which 
shall survive the Effective Date until six months after the date on which an audit with respect to such 
returns is completed. It is understood and agreed that the liability of the Stockholders as among 
themselves with respect to representations, warranties and agreements contained in this Agreement 
shall be in proportion to the shares of NSMC Common Stock received by them pursuant to the provisions 
of this Agreement. 

15. Anything herein or elsewhere to the contrary notwithstanding and notwithstanding any share¬ 
holder vote of approval of this Agreement and the merger provided herein, this Agreement may be 
terminated and abandoned: 

(a) By mutual consent of the Boards of Directors of Mar-Clay and NSMC; 

(b) By NSMC, if, by the Effective Date, the conditions set forth in paragraph 9 hereof shall not 
have been met; 

(c) By the Stockholders if, by the Effective Date, the conditions set forth in paragraph 10 hereof 
shall not have been met. 
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(d) By the Stockholders, if the Effective Date shall not have occurred on or prior to November 30, 
1969. 

16. From and after the Effective Date none of the Stockholders shall (except those continuing 
in the employ of New Mar-Clay and in the case of such Stockholders none of them shall subsequent to 
the termination of their employ) retain in any manner or form any customer lists or other confidential 
written information, trade secrets or innovations of any kind relating to the business of Mar-Clay nor will 
any of such Stockholders divulge at any time any such customer lists or written confidential information 
or other confidential information to persons other than directors, officers or employees of New Mar-Clay, 
NSMC or its subsidiaries. 

17. Any notice or communication required or permitted hereunder shall be sufficiently given if 
sent by registered or certified mail, postage prepaid, and if to the Stockholders addressed to each at the 
address on the stock transfer records maintained by NSMC’s Transfer Agent, with a copy thereof to 
Messrs. Blank, Rome, Klaus & Comisky, Four Penn Center Plaza, Philadelphia, Pa.; and if to NSMC, 
addressed to it at 1100 Connecticut Avenue, N.W., Washington, D. C. 20036, marked for the attention 
of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, New York, New York 
10005. 

18. This Agreement and the rights of the Stockholders hereunder may not be assigned (except by 
operation of law or by testamentary disposition) and shall be binding upon and shall inure to the benefit 
of the parties hereto and successors of NSMC and Mar-Clay and to the successors and legal representa¬ 
tives of the Stockholders. 

19. This Agreement and the Exhibits hereto and the documents delivered pursuant hereto 
constitute the entire agreement and understanding among the Stockholders, Mar-Clay and NSMC and 
supersedes any prior agreement and understanding relating to the subject matter of this Agreement. 

20. This Agreement may be executed simultaneously in two or more counterparts, each of which 
shall be deemed an original and all of which together shall constitute but one and the same instrument. 

21. Whether or not the transaction herein contemplated shall be consummated, NSMC will pay the 
fees, expenses and disbursements of NSMC and its counsel in connection with the subject matter of this 
Agreement and any amendments thereto and all other costs and expenses incurred by NSMC in perform¬ 
ance and compliance with all conditions to be performed by it under this Agreement. The Stockholders 
will pay the fees, expenses and disbursements incurred by Mar-Clay or the Stockholders in connection 
with the subject matter of this Agreement and any amendments thereto and all other costs and expenses 
incurred by them in performance and compliance with all conditions to be performed by them under 
this Agreement. 

22. This Agreement shall be construed and interpreted in accordance with the laws of the State 
of New York. 


\ 
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In Witness Whereof, Mar-Clay and NSMC have caused their corporate names to be hereunto 
subscribed and their corporate seals to be hereunto affixed by its officers thereunto duly authorized the 
day and year first above written. 

National Student Marketing Corporation 


[Corporate Seal] 
Attest: 


By s/ Cortes W. Randell 
President 


s/ John Glandon Davies 

Secretary 


Mar-Clay Mills, Inc. 


[Corporate Seal] 
Attest: 


By s/ Herbert S. Sachs 

President 


s/ Morris Glynn 

Secretary 

Confirmed and agreed to as of the date first above written: 



Sim klmldcrs 


Number of 
Mar-Clay 
Shares Held 

Number of 
NSMC Shares 
to be Received 

Number of 
NSMC Shares 
to be Escrowed 

S/ 

Diane Glynn 


200 

75,000 

35,000 


Diane Glynn 





S/ 

Morris Glynn 


200 

75,000 

35,000 


Morris Glynn 





S/ 

Claire Sachs 


200 

75,000 

35,000 


Claire Sachs 





s/ 

Herbert S Sachs 


200 

75,000 

35,000 


Herbert S. Sachs 
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EXHIBIT A-l 

ARTICLES OF MERGER 

Pursuant to Sections 68 and 71 of the District of Columbia Business Corporation Act, the 
undersigned hereby certify: 

1. A conformed copy of the Agreement and Plan of Merger between National Student Marketing 
Corporation (“NSMC") and Mar-Clay Mills, Inc. ("Mar-Clay”) dated August 8, 1969 is attached hereto 
as Exhibit A and incorporated herein by reference. 

2. The authorized capital stock of NSMC consists of 3,000,000 shares of Common Stock, par value 

$.025 per share, of which shares are issued and outstanding. 

3. The authorized capital stock of Mar-Clay consists of 2,000 shares of Common Stock, $100 
par value, of which 800 shares are issued and outstanding. 

4. The shareholders of NSMC, a District of Columbia corporation, approved and adopted the 
Agreement and Plan of Merger at a Special Meeting of Shareholders held on October , 1969. The 
results of the vote were as follows: 

For the Plan Against the Plan 

Shares Shares 

5. The shareholders of Mar-Clay, a Pennsylvania corporation, approved and adopted the Agreement 
and Plan of Merger at a Special Meeting of Shareholders held on October , 1969. The results of the 
vote were as follows: 

For the Plan Against tht Plan 

Shares Shares 

In Witness Whereof, these articles have been signed this day of , 1969. 

National Student Marketing Corporation 


By 


[Corporate Seal] 
Attest: 

By 


Secretary 


President 


[Corporate Seal] 
Attest: 


Mar-Clay Mills, Inc. 

By . 

President 


1 


(oUf) 


By 


Secretary 
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ARTICLES OF MERGER 


EXHIBIT A-2 


Pursuant to §1903 of the Pennsylvania Business Corporation Law, the undersigned hereby certify: 

(1) The name of the Surviving Corporation is National Student Marketing Corporation. The 
registered office is 1100 Connecticut Avenue, N.W., Washington, D C. 

(2) The names and locations of registered offices of the two constituent corporations to the 
Agreement and Plan of Merger are: 

Mar-Clay Mills, Inc. 

Rehoboth Boulevard 

Milford, Delaware 19963 

National Student Marketing Corporation 

1100 Connecticut Avenue, N.W. 

Washington, D. C. 

(3) The Agreement and Plan of Merger shall be effective upon proper filing of these Articles 
of Merger. 

(4) The shareholders of Mar-Clay Mills, Inc., a Pennsylvania corporation (herein ‘‘Mar-Clay") 

met on October , 1969 at 10:00 A. M. at the principal office of Mar-Clay, Rehoboth Boulevard, 
Milford, Delaware, to consider and adopt the Agreement and Plan of Merger. A written waiver of 
notice was obtained from each stockholder. The Agreement and Plan of Merger was adopted 
unanimously. v 

The shareholders of National Student Marketing Corporation, a District of Columbia corpora¬ 
tion (herein “NSMC") met on October , 1969 at 10:00 A. M. at 

to consider and adopt the Agreement and Plan of Merger. The Agreement was adopted by a vote 
of FOR and AGAINST. y 

(5) Attached hereto as Exhibit A is a conformed copy of the Agreement and Plan of Merger. 
In Witness Whereof, these Articles have been signed this day of October, 1969. 

Mar-Clay Mills, Inc. 


(Corporate Seal] 


President 


Secretary 


National Student Marketing Corporation 


President 


[Corporate Seal] 


Secretary 


'fen) 
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ESCROW AGREEMENT 

AGREEMENT, dated as of , 1969 among National Student Marketing Cor¬ 

poration, a District of Columbia corporation (“NSMC"); Diane Glvnn, Morris Glynn, Claire 
Sachs and Herbert S. Sachs (collectively the “Stockholders”), the holders of all of the outstanding 
capital stock of Mar-Clay Mills, Inc., a Pennsylvania corporation (“Mar-Clay"); and The Riggs 
National Bank of Washington (the “Escrow Agent”); 

Whereas, Mar-Clay has this day merged into and with NSMC receiving in exchange shares of 
voting NSMC Common Stock and whereas the agreement reflecting such transaction provides that a 
portion of the shares of voting NSMC Common Stock to be delivered to the Stockholders be delivered 
to and held by the Escrow Agent subject to the terms and conditions of an Escrow Agreement, and 

Whereas, the parties hereto have agreed upon and wish to set forth herein the terms and con¬ 
ditions of said Escrow Agreement with respect to the shares of NSMC Common Stock to be so delivered 
to and held by the Escrow Agent: 

Now, therefore, it is agreed as follows: 

1. Escrow A gent. The Escrow Agent has agreed to act as such Escrow Agent in furtherance 
of the provisions of an Agreement and Plan of Merger, dated as of August 8, 1969 (the “Merger 
Agreement”), between NSMC and Mar-Clay, and confirmed and agreed to by the Stockholders, upon 
the terms, conditions and provisions provided in this Escrow Agreement. 

2. Escrow of NSMC Shares. The Stockholders and NSMC hereby designate and appoint The Riggs 
National Bank of Washington, as Escrow Agent to serve in accordance with the terms of this Escrow 
Agreement. Each of the Stockholders hereby agrees to deposit in escrow with the Escrow Agent on 
the Effective Date provided for in the Merger Agreement (the “Effective Date”) the shares of NSMC 
Common Stock, par value $.025 per share, listed opposite his name on the signature page hereto (the 
“Escrowed Shares”), issued and delivered by NSMC to the Stockholders on the Effective Date; such 
shares being represented by stock certificates registered in the names of the respective Stockholders and 
accompanied by stock powers duly signed in blank, with signatures guaranteed by a bank, trust company 
or member firm of the New York Stock Exchange. 

3. Purpose of the Escrow. To the extent herein provided, the Stockholders hereby indemnify 
j’.id hold harmless NSMC against and in respect of any “Loss” or “Earnings Deficiency" (as defined 
in this paragraph 3) which is certified to the Escrow Agent in accordance with paragraph 4 hereof. 
The Escrowed Shares shall, subject to the terms and conditions of this Escrow Agreement and subject 
to the provisions of the Merger Agreement, be applied to indemnify and hold harmless NSMC against 
and in respect of the entire amount of such Loss or Earnings Deficiency. As used in this Escrow 
Agreement, the term “Loss” shall mean the amount of any loss, liability or reasonable and actual expense 
incurred by NSMC as a result of any misrepresentation or breach of warranty of the Stockholders con¬ 
tained in the Merger Agreement (to the extent that such liabilities exceed, in the aggregate, $5,000) 
and the term “Earnings Deficiency" shall mean any shares not released pursuant to paragraph 3(b) 
of the Merger Agreement. 

4. Certification of Loss or Earnings Deficiency to Escrow Agent. 

(a) If NSMC is of the • ->inion that any Loss has occurred, and desires to have Escrowed Shares 
applied thereto pursuant to this Escrow Agreement, NSMC shall promptly so notify the Stockholders in 
writing at the address provided in paragraph 13 hereof and shall transmit a copy of such notice to the 
Escrow Agent. Any such notice shall contain a detailed statement specifying the circumstances and 
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compulation of such asserted Loss. Notice of any claim of Loss with respect to the Escrowed Shares 
must be given within the time periods designated in paragraph 14 of the Merger Agreement. 

(b) The amount of any Loss asserted by NSMC by notice given pursuant to subparagraph 4(a) 

hereof and the number of Escrowed Shares, if any, to be returned to NSMC pursuant to paragraph 5 
hereof shall be certified to the Escrow Agent in writing jointly by NSMC and the Stockholders if they 
agree on said amount and number, but if they cannot so agree within a period of 30 days after notice is 
given pursuant to subparagraph 4(a) hereof, cither NSMC or the Stockholders shall be entitled within 30 
days after such notice to direct submission of the matter in disagreement to arbitration in accordance with 
the rules and regulations of the American Arbitration Association. NSMC and the Stockholders shall 
promptly notify the Escrow Agent of such submission to arbitration. As promptly as possible thereafter 
the arbitrator(s) shall certify to the Escrow Agent, and to NSMC and the Stockholders, that there is no 
Loss, or, if there is a I.os', the amount thereof and the number of shares to be returned to NSMC 

pursuant to paragraph 5 hereof. Such certification shall contain a detailed statement specifying the 

circumstances and computation of any Loss. The determination of the arbitrator(s) as to the amount 
of 'he Loss and the number of Escrowed Shares to be returned to NSMC, if any, shall be conclusive 
and binding upon the Stockholders and NSMC. Such determination may be deferred pending the time 
when any Loss which is uncertain or contingent becomes fixed. The expenses of each party, including 
legal and accounting fees, if any, with respect to any disagreement hereunder shall be borne by such party. 
If the matter is submitted to arbitration, the arbitrator(s) shall designate the party or parties to bear the 
other expenses of such determination and/or the respective amounts to be borne by each. 

(c) If an Earnings Deficiency has occurred, the Escrowed Shares shall be returned to NSMC 

promptly upon certification that an Earnings Deficiency has occurred to the Escrow Agent in writing 

jointly by NSMC and the Stockholders if they agree that such Earnings Deficiency has occurred. How¬ 
ever, if they cannot so agree within a period of 120 days after May 31, 1973, either NSMC or the 
Stockholders shall be entitled to direct submission of such claim of an Earnings Deficiency to arbitration 
in accordance with the rules and regulations of the American Arbitration Association. NSMC and the 
Stockholders shall promptly notify the Escrow Agent of such submission to arbitration. As promptly as 
possible thereafter, the arbitrator(s) shall certify to the Escrow Agent, and to NSMC and the Stock¬ 
holders, either that an Earnings Deficiency has occurred or that an Earnings Deficiency has not occurred, 
Such certification shall contain a detailed statement specifying the facts and circumstances upon which 
the arbitrator(s) relied, and the computations which the arbitrator(s) made, in reaching their determina¬ 
tion. The determination cf the arbitrator(s) shall be conclusive and binding upon NSMC and the Stock¬ 
holders. The expenses of each party, including legal and accounting fees, if any, with respect to any 
disagreement hereunder shall be borne by such party. If the matter is submitted to arbitration, the 
arbitrator(s) shall designate the party or parties to bear the expenses of such determination and/or the 
respective amounts to be borne by each. 

(d) In connection with any asserted Loss or Earnings Deficiency, NSMC will, or will cause New 
Mar-Clay (as identified in the Merger Agreement) to make available to the Stockholders, their counsel 
and accountants such records as they may reasonably request pertaining to such asserted Loss or 

Earnings Deficiency. 

5 umber of Shares Returnable to NSMC in the Event of Loss or Earnings Deficiency. 

(a) L pon determination pursuant to the provisions of paragraph 4 hereof of the amount of any 
Loss, such amount shall be divided by the then market price of the shares, determined as set forth 
in paragraph 11 of the Merger Agreement and the resulting figure (rounded to the nearest whole number) 
sha.l be the number of Escrowed Shati’„ to be returned to NSMC in respect of such Loss pursuant to 
the prosisions of this Escrow Agreement (the “Returned Shares”). 

(b) L pon determination pursuant to the provisions of paragraph 4 hereof of an Earnings Deficiency, 
all remaining Escrowed Shares shall be returned to NSMC. 
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6. Delivery of Escrowed Shares to Stockholders; Return of Escrowed Shares to NSMC. 

(a) The Escrowed Shares shall, unless theretofore returned to NSMC to indemnify NSMC against 
a Loss, be released to the Stockholders from time to time upon receipt by the Escrow Agent of the 
accountants’ report provided for in Exhibit C of the Merger Agreement and notice from NSMC and the 
Stockholders continuing agreement with such report. Adjustments to such report after the release 
of shares hereunder as may result from facts learned subsequent to the release date, shall be carried 
forward as a debit or credit toward shares yet to be released. 

(b) In the event that the Escrow Agent shall not have received on or prior to September 30, 1973 a 
copy of any notice of a Loss or Earnings Deficiency asserted by NSMC pursuant to the provisions of 
paragraph 4 hereof (which Loss, if a Loss is asserted, has not been satisfied prior to such date), then 
promptly after such date the Escrow Agent shall deliver the Escrowed Shares to the Stockholders. 
In the event that NSMC shall assert any Loss hereunder on or prior to such delivery date, then the Escrow 
Agent shall deliver to the Stockholders only the number of Escrowed Shares in excess of the number of 
shares claimed by NSMC. Promptly following the making of the final computation pursuant to para¬ 
graph 5 hereof and the certification thereof to the Escrow Agent pursuant to subparagraph 4(b) hereof, 
the Escrow Agent shall deliver to NSMC, for immediate cancellation only, the Returned Shares, and shall 
deliver to the Stockholders the balance of the Escrowed Shares. Such deliveries shall be effected by the 
surrender by the Escrow Agent to NSMC of the stock certificates then in its possession representing 
Escrowed Shares, accompanied by any stock powers pertaining thereto, whereupon NSMC shall promptly 
issue to the Escrow Agent a new stock certificate registered in the names of the Stockholders for the 
number of Escrowed Shares then remaining in escrow as reduced by the number of Returned Shares, 
and the Escrow Agent shall retain such new stock certificates subject to the terms of this Escrow 
Agreement. 

(c) Anything to the contrary notwithstanding, in the event that NSMC shall assert an Earnings 

Deficiency hereunder on or prior to September 30, 1973, the Escrow Agent shall not deliver any 
Escrowed Shaies to the Stockholders unless and until the Escrow Agent has received, either from NSMC 
and the Stockholders jointly or from the arbitrator(s), certification that an Earnings Deficiency has not 
occurred. Upon receipt of any such certification that an Earnings Deficiency has not occurred, the 
Escrow Agent shall deliver the Escrowed Shares in accordance with the provisions of paragraph 6(b) 
above. However, upon receipt of any such certification that an Earnings Deficiency has occurred, the 

Escrow Agent shall deliver all the remaining Escrowed Shares to NSMC for immediate cancellation. 

7. Adjustment in Shares to Reflect Stock Dividends, Split-Up or Other Recapitalization. In the 
event that, prior to any delivery of Escrowed Shares out of escrow by the Escrow Agent in accordance 
with the terms hereof, the outstanding shares of NSMC Common Stock shall have been without new 
consideration, increased, decreased, changed into or exchanged for a different number or kind of shares 
or securities through reorganization, recapitalization, reclassification, stock dividend stock split, reverse 
stock split, or other like changes in NSMC’s capitalization, the notice of such change will be given to 
the Escrow Acent and an appropriate and proportionate adjustment shall be made in the number and 
kind of shares of NSMC Common Stock to be thereafter delivered hereunder. 

8. Right of Stockholders to Defend Claims. The Stockholders shall at their expense have the 

opportunity to be represented by counsel of their choice in connection with the defense of any action, 

suit, proceeding, demand or claim brought against NSMC or New Mar-Oay in respect of which NSMC 
may be entitled to indemnification pursuant to paragraph 3 hereof. If the Stockholders elect to exercise 
this right and give notice to NSMC conceding NSMC’s right to such indemnification, their counsel shall 
have control over the prosecution of the defense of said action, suit, proceeding, demand or claim. If 
after such opportunity the Stockholders or their counsel do not participate in such proceedings, they 
shall be bound by the results obtained by NSMC. NSMC shall give prompt written notice of any 
such claim to the Stockholders at the address contained in the Merger Agreement. In connection with 
any defense or consideration of defense by the Stockholder? of any claim referred to hereinabove in this 
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paragraph, NSMC will make available to the Stockholders, their counsel and accountants such records 
as they may reasonably request pertaining to said claim. If any such claim may be settled by the Stock¬ 
holders by the payment of money or other property, the Stockholders may settle such claim by theu 
payment of such money or other property. 

9. Voting Rights, Dividend, etc. Pending tie delivery of Escrowed Shares out of escrow pu suant 
to the provisions of paragraph 6 hereof, the Stockholders may exercise all voti.ig rights with respect to 
the Escrowed Shares and mav receive the benefit of all dividends and other distributions with respect 
thereto; provided, however, that any shares which are issued as stock-dividends or in a split-up or other 
recapitalization of NSMC with respect to Escrowed Shares shall be deposited by the Stockholders as 
additional Escrowed Shares. All dividends paid on Returned Shares shall be repaid to NSMC by the 
Stockholders. 

10. Fees. The Stockholders agree to pay the Escrow Agent for its services hereunder such reason¬ 
able fee as may be customarily charged for such services by banks in Washington, D. C. Any fee in 
excess of $500 per annum will be paid by NSMC. 

11. Responsibilities of Escrow Agent. The acceptance by the Escrow Agent of its duties under this 
Escrow Agreement is subject to the following terms and conditions, which the parties to this Escrow 
Agreement hereby agree shall govern and control with respect to its rights, duties, liabilities and 
immunities: 

(a) The Escrow Agent shall act hereunder as depositary only, and it shall not be responsible or 
liable in any manner whatever for the computations to be made in accordance with the formula stated 
in paragraph 5 hereof nor for the sufficiency, correctness, genuineness or validity of any security deposited 
with it. 

(b) The Escrow Agent shall be protected in acting upon any written notice, request, waiver, 
consent, receipt or other paper or document furnished to it, not only as to its due execution and the 
validity and effectiveness of its provisions but also as to the truth and acceptability of any information 
therein contained, which it in good faith believes to be genuine and what it purports to be. 

(c) The Escrow Agent shall not be liable for any error of judgment, or for any act done or step 
taken or omitted by it in good faith, or for any mistake of fact or law, or for anything which it may do 
or refrain from doing in connection herewith, except its own negligence or misconduct. 

(d) The Escrow Agent may consult with, and obtain advice from, legal counsel in the event of any 
question as to any of the provisions hereof or its duties hereunder, and it shall incur no liability and 
shall be fully protected in acting in good faith in accordance with the opinion and instructions of such 
counsel. The cost of such services shall be added to and be a part of the Escrow Agent’s fee hereunder. 

(e) The Escrow Agent shall have no duties except those which are expressly set forth herein, and 
it shall not be bound by any notice of a claim, or demand with respect thereto, or any waiver, modifi¬ 
cation. amendment, termination or rescission of this Escrow Agreement, unless in writing received by 
it. and, if its duties herein arc affected, unless it shall have given its prior written consent thereto. 

12. Amendment and Termination. This Escrow Agreement may be amended or cancelled by 
and upon written notice to the Escrow Agent at any time given jointly by NSMC and the Stockholder?, 
but the duties or responsibilities of the Escrow Agent may not be increased without its consent. 

13. Sotices Any notices or other communications required or permitted hereunder shall be 
sufficiently given if sent by registered or certified mail, postage prepaid, if to the Stockholders addressed 
to them at their addresses as set forth on the stock transfer records by NSMC’s Transfer Agent with a 
copy thereof to Messrs Blank, Rome, Klaus & Comisky, Four Penn Center Plaza, Philadelphia, Pa.; if to 
NSMC addressed to it at 1100 Connecticut Avenue, N. W„ Washington, D. C. 20036, marked for the 
attention of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, New York, New 
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York 10005, and if to the Escrow Agent addressed to it at 1503 Pennsylvania Avenue, N. W., Washington, 
D. C. marked for the attention of the Escrow Department; or in any case to such other address as shall 
Ik furnished in writing by such party. Such notices or other communications so given shall be deemed 
to have been given on the date so mailed. 

14. Parlies in Interest. This Escrow Agreement shall be binding upon and inure to the benefit 
of the respective heirs, legal representatives, successors and assigns of the parties hereto. 

15. Execution by Escrow Agent. The execution of this Escrow Agreement by the Escrow Agent 
shall constitute a receipt of the Escrowed Shares and shall evidence its acceptance and agreement to 
the terms hereof. 

In Witness Whereof, the parties hereto have duly caused this Escrow Agreement to be executed 
as of the date first above written. 

Natjonal Student Marketing Corporation 


By. 

President 

[Corporate Seal] 

Attest: 

Secretary 

The Riggs National Bank of Washington 

By . 

Trust Officer 

[Corporate Seal] 

Attest: 

Assistant Secretary 


No. of Escrowed 

Sharea 

Stockholder* 

35,000 



Dlaoe Glyiu. 

35,000 



Morris Cljma 

35,000 



Clair* Sacht 


Herbert S. Sacha 
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35,000 
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DETERMINATION OF AFTER TAX EARNINGS 

/ 

I. For purposes of this Agreement, the “After Tax Earnings" of Mar-Clay, with respect to each 
of the years ending May 31, 1970, through May 31, 1973, inclusive, shall be determined in the follow¬ 
ing manner: 

1. Mar-Clay, as used in this Exhibit C, means Mar-Clay and any division or subsidiary of 
NSMC which succeeds to the business of Mar-Clay. There shall first be determined the gross 
revenues of Mar-Clay for such year, by application of the accrual method of accounting, and 
generally accepted principles of accounting as reflected in the May 31, 1969 financial statements 
of Mar-Clay in arriving at gross profit for accounting purposes. There shall, however, be excluded 
any extraordinary item of income derived from any transaction not in the ordinary course of 
Mar-Clay's business to the extent that such extraordinary income exceeds extraordinary losses as 
hereinafter defined. 

2. There shall then be determined the "expenses” of Mar-Clay for such year, which shall con¬ 
sist of “current expenses", “allocable capital expenditures" and “extraordinary losses." 

(a) For this purpose, “current expenses" shall consist of those expenses incurred by Mar- 
Clay which are allocable to the year pursuant to the accrual method of accounting and pursuant 
to generally accepted principles of accounting consistently applied in arriving at net income for 
accounting purposes, subject to the following provisions and exceptions: 

(i) Current expenses shall include: 

A. The usual operating, selling, and general administrative expenses incurred by Mar- 
Clay applicable to income earned in the same period, and shall exclude prepaid expenses with 
respect to any income which is to be realized in a subsequent period except that portion 
applicable to the current year according to generally accepted accounting principles, and 
start-up expenses of new programs the cost of which is to be amortized over a 3-year or more 
period following the period the expense was incurred except that portion applicable to the 
current year according to generally accepted accounting principles (unless the program is 
discontinued, in which event the balance of the unamortized expense is to be written off in 
the fiscal year the program is discontinued); 

B. The aggregate amount of all taxes (other than Federal and applicable state income 
taxes) imposed on Mar-Clay with respect to the particular year; 

C. The amount of interest on funds borrowed by Mar-Clay from NSMC, computed 
at the prime rate as shall be charged by First National City Bank during the period of the 
loan, or the actual cost to NSMC (including the actual cost of maintaining balances) if it 
pays more interest during the period of the loan; 

D. The cost to NSMC of any services, exclusive of general or administrative expenses 
or charges for management, consulting, or advisory services performed by NSMC personnel, 
performed for or on behalf of Mar-Clay by NSMC or any of its divisions or departments, 
except that commercial items (advertising, etc.) will be sold to Mar-Clay at the same price 
or rates and subject to the same discounts as contemporaneously apply to such sales to other 
divisions and departments of NSMC. 

(ii) Current expenses shall reflect such charges and credits to reserve accounts with respect 
to Accounts and Notes Receivable, uninsured casualty losses, inventory or any other assets 
(other than capital or fixed assets) as shall be deemed necessary in the light of the actual 
experience of Mar-Clay. 

(iii) Current expenses for this purpose shall not include any allocation of general or 
administrative expense of NSMC or any subsidiary or affiliate thereof. 
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(b) For this purpose “allocable capital expenditures” shall constitute the “capital expendi¬ 
tures" of Mar-Clay allocable to the particular calendar year pursuant to the following principles: 

(i) Capital expenditures made by Mar-Clay in connection with the acquisition of prop¬ 
erty which under the Federal income tax laws would constitute depreciable property shall be 
depreciated on a straight-line basis over the useful life which would be assigned to such prop¬ 
erty under the so-called guidelines promulgated by the Internal Revenue Service in Revenue 
Procedure 62-21, as amended. 

(ii) Capital expenditures made by Mar-Clay in connection with its acquisition of the 
right to the use of property for a limited and determinable period of time shall be amortized 
in equal installments over such period of time. 

(iii) After Tax Earnings shall be computed consistent with the present accounting poli¬ 
cies employed by Mar-Clay. In the way of example but not by way of limitation, After Tax 
Earnings shall not be in any way effected by any adjustment in the value of assets which are on 
the books of Mar-Clay or by any change in the depreciation policy or capitalizing (rather than 
expensing) policy of Mar-Clay or the method of calculating depreciation, or the number of 
years over which a capital asset is depreciated. 

(c) For this purpose, “extraordinary losses” shall consist of all losses not incurred in the 
ordinary course of business of Mar-Clay. 

3. There shall then be subtracted from the gross revenues of Mar-Clay for the particular 
fiscal year, as determined pursuant to Section 1:1 hereof, the “expenses" of Mar-Clay for such year, 
as determined pursuant to Section 1:2 hereof, and the difference shall constitute the “net before tax 
earnings" of such year. 

4. There shall then be determined the amount of Federal and applicable state income taxes 
which would be imposed on Mar-Clay computed separately as if the net before tax earnings, as 
determined pursuant to Section 1:3 hereof, constituted the actual taxable income of Mar-Clay for 
such fiscal year. The computation shall be made as if separate returns were filed, and for Federal 
purposes, as though Mar-Clay will have made the election under Section 1562(a) of the Internal 
Revenue Code of 1954 as now in effect. Mar-Clay shall be credited with any benefits accruing 
by reason of the investment tax credit provided under Section 38 of such Code. If the investment 
tax credit shall, during such period, be eliminated, then no such benefit shall accrue. 

5. There shall be subtracted from the net before tax earnings, as determined pursuant to 
Section 1:3 hereof, the total amount of such Federal and applicable state income taxes, as determined 
pursuant to Section 1:4 hereof. The difference shall constitute the After Tax Earnings for such 
year for Mar-Clay. 

6. in the event the expenses for any particular year, as determined under Section 1:2 hereof, 
shall exceed in amount the gross earnings for such year, as determined under Section 1:1 hereof, the 
amount of such excess shall carry forward to the next fiscal year, and shall be added to and treated 
as part of the expenses of that year for purposes of Section 1:2 hereof, provided, however, that the 
amount to be carried forward shall be adjusted to reflect any tax benefits accruing to NSMC as a 
result thereof. 

II. A computation of the “After Tax Earnings” for each of the fiscal years during the period 
1970-73 will be prepared in accordance with the foregoing principles by a national firm of public 
accountants as shall be designated by NSMC. 

III. In the event that NSMC or the Stockholders disagree as to any portion of such computation or 
the application of the aforesaid principles to the determination of the "After Tax Earnings" for any 
particular year, and that such disagreement cannot be settled within 30 days after submission of the 
report, the portion in disagreement shall be determined by such independent firm of certified public 
accountants as shall be mutually agreed upon by NSMC and the Stockholders, or if they cannot reach 
such agreement promptly, then, upon the demand of any interested party by the firm of Lybrand, Ross 
Bros. & Montgomery, unless it is then the accounting firm for NSMC, in which event such firm shall 
be Arthur Young & Co. Such determination shall be final and binding upon the parties hereto. 
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SCHEDULE G 

AGREEMENT AND PLAN OF MERGER dated August 8, 1969 by and between National 
Student Marketing Corporation, a District of Columbia corporation (“NSMC"), and Mailbao 
International, Inc., a New York corporation (“Mailbag”). 

WITNESSETH: 

Whereas, the respective Boards of Directors of NSMC and Mailbag deem it advisable for the general 
welfare and advantage of the respective corporations and their shareholders that Mailbag be merged into 
NSMC pursuant to this Agreement and the applicable laws of the State of New York and the District of 
Columbia; and 

Whereas, to effect such merger Mailbag will be merged into NSMC and the holder* of Mailbag 
Common Stock (the “Stockholders”) will receive in exchange for their shares of Mailbag Common 
Stock, without par value ("Mailbag Stock”), 38,637 shares of NSMC Common Stock; 

Now, therefore, in consideration of the mutual agreements and conditions herein contained, NSMC 
and Mailbag hereby agree each with the other, in accordance with the applicable laws of the State of 
New York and the District of Columbia, that Mailbag shall be merged into NSMC (which in its capacity 
as the surviving corporation is sometimes hereinafter called the “Surviving Corporation”), and the terms 
and conditions of the merger and the mode of carrying them into effect are and shall be as follows: 

1. When this Agreement and the transactions contemplated hereby have been approved and the 
Articles of Merger, substantially in the form attached hereto as Exhibit A, required by Sections 68 and 
71 of the Business Corporation Act of the District of Columbia have been filed in accordance with the 
provisions of such law, and the Certificate of Merger, substantially in the form attached hereto as Exhibit 
B, required by Section 907 of the New York Business Corporation Law has been filed in accordance with 
the provisions of such Law, the separate existence of Mailbag shall cease and it shall be merged into 
NSMC. The date on which such recording and filing have been completed and the transaction contem¬ 
plated hereby becomes effective shall be known as the “Effective Date". 

2. The laws which are to govern the Surviving Corporation are the laws of the District of Columbia. 
The Articles of Incorporation of NSMC shall, on the Effective Date, be the Articles of Incorporation of 
the Surviving Corporation, from and after the Effective Date, subject always to the right of the Surviving 
Corporation to amend its Articles of Incorporation in accordance with the laws of the District of Columbia. 
The By-Laws of the Surviving Corporation shall be the By-Laws of NSMC as in effect on the Effective 
Date, until changed or amended as provided therein. 

3. (a) On the Effective Date, NSMC will issue 858.6 shares of NSMC Common Stock for each 
one share of Mailbag Common Stock outstanding on the Effective Date, which shares of NSMC Common 
Stock shall be exchanged for Mailbag Common Stock on the Effective Date by the parties hereto. 

(b) Immediately upon receipt of the shares as set forth in paragraph (a) above, the Stockholders 
will deliver to First National City Bank, New York, New York, as Escrow Agent pursuant to an 
Escrow Agreement, substantially in the form and substance of Exhibit C hereto (the "Escrow Agree¬ 
ment"), 3,864 shares of NSMC Common Stock (the “Escrowed Shares”), to be released from escrow 
and delivered to the Stockholders in accordance with the terms of this Agreement and the Escrow 
Agreement. 

4. Except as provided herein, upon the merger becoming effective, all the rights, privileges, powers 
and franchises and all property and assets of every kind and description of Mailbag and NSMC, including, 
without limitation, trade names, names, licenses and registrations, and the good will relating to any 
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of the foregoing, shall be vested in and be held and enjoyed by the Surviving Corporation, without 
further act or deed, and all the estates and interests of every kind of Mailbag and NSMC, including 
all debts due to any of them on whatever account, shall be as effectually the property of the Surviving 
Corpeation as they were of Mailbag and NSMC, and the title to any real estate vested by deed or 
otherwise in Mailbag and NSMC shall not revert or be in any way impaired by reason of the merger; 
and all rights of creditors and all liens upon any property of Mailbag and NSMC shall be preserved 
unimpaired and all debts, liabilities and duties of Mailbag and NSMC shall thenceforth attach to 
the Surviving Corporation and may be enforced against it to the same extent as if said debts, liabilities 
and duties had been incurred or contracted by it. 

5. NSMC, Mailbag and the Stockholders agree to execute and deliver the Escrow Agreement on the 
Effective Date. 


6. Mailbag represents, warrants and agrees as follows: 

(a) Mailbag is a corporation duly organized and validly existing in good standing under the 
laws of the State of New York with the power to own its property and to carry on its business as 
now being conducted, and there is no jurisdiction in which the character of the properties owned 
or the nature of the business conducted by it makes qualifications as a foreign corporation necessary. 

(b) Mailbag has no subsidiaries or affiliates. 

(c) The authorized capital stock of Mailbag consists of 20,000 shares of Common Stock, SI 
par value, of which 45 of such shares are issued and outstanding. Such issued shares have been 
validly authorized and issued and are fully paid and non-assessable. Mailbag has no outstanding 
options, warrants or other rights, calls or commitments to purchase capital stock of Mailbag, and 
there are no outstanding options, warrants, rights, calls, commitments, conversion rights, plans or 
other agreements of any character providing for the purchase of any authorized but unissued Mailbag 
shares. Prior to the Effective Date, Mailbag will not issue any shares of capital stock, authorize 
any increase in the number of shares of its authorized capital stock or issue any options or rights 
to subscribe for or purchase shares of its capital stock. 

(d) Mailbag has furnished NSMC with a balance sheet of Mailbag as of December 31, 1968 
and an income statement for the twelve month period then ended, certified by Pustorino, Puglisi, 
Behan & Co., certified public accountants. Mailbag has also furnished NSMC with a balance sheet 
of Mailbag as at May 31, 1969 and an income statement for the nine month period then ended, pre¬ 
pared by Mailbag and certified by the principal accounting officer of Mailbag. Such financial state¬ 
ments are true and correct and have been prepared in accordance with generally accepted accounting 
principles consistently followed throughout the periods involved. The balance sheets fairly present 
the condition of Mailbag as of the dates thereof, and reflect all known claims against and debts and 
liabilities (including adequate provision for all taxes), fixed or contingent, as at the date thereof, 
and the income statements accurately present the results of the operations of Mailbag for the periods 
indicated subject in the case of the nine months ended May 31. 1969, to year-end audit adjustments. 
Neither such balance sheets nor such income statements contain any untrue statement of a material 
fact, or omit to state any material fact necessary in order to make the statements contained in this 
paragraph or therein not misleading. 

(e) Except for such claims, debts and liabilities as are reflected in the May 31, 1969 balance 

sheet referred to in paragraph 6(d) above, Mailbag has no outstanding indebtedness and is not 
su ject to any claims or liabilities other than trade or business obligations incurred in the ordinary 
course of business Without the prior written consent of NSMC, except to the extent of its existing 
line of credit ($150,000) with The Morgan Guaranty Trust Company of New York, Mailbag will 
not incur, prior to the Effective Date, any additional indebtedness for money borrowed or incur any 
liabilities other than in the ordinary course of business. 7 
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(f) Since May 31, 1969, except as may heretofore have been disclosed in writing to NSMC, 
Mailbag has not issued, or declared or paid any dividend on, or declared or made any distribution 
on, or authorized the creation or issuance of, or effected any split-up or any recapitalization of, any 
of its stock of any class, or directly or indirectly redeemed, purchased or otherwise acquired any of 
its outstanding stock, or authorized or made any change in its Certificate of Incorporation or agreed 
to take any such action. 

(g) Mailbag has filed all requisite Federal income, payroll and excise tax returns and all appro¬ 
priate state and local income, sales, payroll, personal property and franchise tax returns required to 
be filed by it and has paid all taxes and assessments (including interest or penalties) owed by it to 
the extent that such taxes and assessments have become payable. To the extent that such ’axes 
and assessments and any subsequent tax liabilities have accrued but have not become payable, the 
full amounts thereof have been reflected as liabilities on Mailbag’s books. In addition, Mailbag has 
paid all taxes which would not require the filing of returns and which are required to be paid by it. 
The Federal income tax returns of Mailbag for the years prior to and including 1964 have been 
examined by ’he Internal Revenue Service and no penalty or deficiency has been asserted for such 
years. The Federal income tax returns of Mailbag for the years 1965 to and including 1968 are 
presently under review and no penalty or deficiency has been assessed for such years. To the extent 
that any assessment or penalty becomes payable with respect to such period, Mailbag will indemnify 
and hold harmless NSMC from and against all but the first $30,000 of such amount. 

(h) Mailbag owns no real property. Mailbag has good and marketable title to all its personal 
and intangible property, including the personal and intangible property reflected in the most recent 
balance sheet delivered pursuant to paragraph 6(d) above, with such changes in such personal and 
intangible property as have been made since such dates, in the ordinary course of business. None 
of such personal and intangible property is subject (i) to a contract of sale, except inventory to 
to be sold in the ordinary course of business or (ii) to mortgages, pledges, liens, encumbrances, 
security interests or charges of any kind or character except as herein disclosed. All buildings, 
structures and appurtenances and all machinery and equipment leased by Mailbag are in good 
operating condition and in a state of good maintenance and repair, and are adequate and suitable 
for the purposes for which they are presently being used. 

(i) Mailbag docs not hold under lease any real or personal property except as set forth in 
Exhibit D hereto. Each lease set forth in Exhibit D is in full force and effect; all rents and addi¬ 
tional rents due to date on each such lease have been paid; in each case the lessee has been in peaceable 
possession since the commencement of the original term of such lease and is not in default there¬ 
under and no waiver, indulgence or postponement of the lessee’s obligations thereunder has been 
granted by the lessor; and there exists no event, occurrence, condition or act which, with the giving 
of notice, the lapse of time or the happening of any further event or condition would become a 
default under any such lease. Mailbag has not violated any of the terms or conditions under any 
such lease and all of the covenants to be performed by the lessee under each such lease have been 
fully performed. 

(j) Attached hereto as Exhibit E is a true and correct list of all policies of insurance of 
Mailbag including the amounts thereof, in force as at the date hereof, and such policies are in full 
force and effect. Mailbag will continue to maintain all of such policies or renewals thereof in full 
force and effect up to and including the Effective Date. 

(k) Except as set forth in Exhibit F hereto, Mailbag owns, possesses or licenses no trade 
secret, technical information, patent, patent right, application for patent, trademark, trade name, 
copyright, process or formula used in its business. Except as noted on such exhibit, no trademark 
or trade name infringes on others, none is owned by or licensed to any other person, firm or 
corporation in the United States or elsewhere, no proceedings have been instituted or are pending 
or threatened which challenge the sole and exclusive ownership thereof by Mailbag and none ia 
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subject to any proceeding or action attacking or contesting its validity. Except as set forth in 
Exhibit F attached hereto, Mailbag has full right, title and ownership to its corporate name and any 
and all other names under which it does business. Mailbag possesses valid rights to use all trade¬ 
marks, trade names, and all licenses now used and necessary to conduct its business as presently 
being conducted. 

(l) Except as set forth in Exhibit G hereto, there are no actions, suits or proceedings pending 
or threatened against or affecting Mailbag, at law or in equity, by or before any Federal, state or 
municipal court or other governmental department, commission, board, bureau, agency or instru¬ 
mentality which would adversely affect or impair the financial condition, business, operations, 
prospects, and assets of Mailbag. Mailbag is subject to no liability by reason of a violation of any 
order, rule, or regulation of or default with respect to any tax return or any other return or report 
payable to or required to be filed with, any Federal, state, municipal or other governmental agency, 
department, commission, bureau, board or instrumentality to which it is subject. 

(m) Except as set forth in Exhibit H, Mailbag has no collective bargaining agreements with 
employees, executive employment agreements, executive compensation plans, employees’ pension or 
retirement plans or pension trusts, employees’ profit sharing or bonus or stock purchase plans or any 
other similar agreements or plans. Between the date hereof and the Effective Date, Mailbag will 
not, without the written consent of NSMC, make or agree to make any increase in the rate of wages, 
salaries, bonuses or other remuneration of any employee or employees, or become a party to any 
employment contract or arrangement with any of its officers or employees other than contracts 
which are terminable at will or subject to termination on not more than one month’s notice, or 
become a party to any contract or arrangement with any officers or employees providing for bonuses 
or profit-sharing payments, severance pay or retirement benefits. 

(n) Attached hereto as Exhibit 1 is a true and correct list of all outstanding contracts, agree¬ 
ments or understandings to which Mailbag is a party, except (i) those referred to elsewhere in this 
paragraph 6, (ii) any contract, agreement or understanding involving an aggregate expenditure 
by Mailbag of less than $5,000, and (iii) purchase orders to suppliers and sales orders from 
customers, issued or accepted in the ordinary course of business. Neither Mailbag nor any other 
party to any such contract, agreement or understanding is in default under the terms of any such 
contract, agreement or understanding. Between the date hereof and the Effective Date, Mailbag 
will not, without the written consent of NSMC, make any changes or modifications in any such 
contracts, agreements or understandings, or incur any further obligations or surrender any rights 
thereunder, or make any further additions to its property or further purchases of equipment except 
such changes or modifications, each in an amount less than $5,000, as are in the ordinary course 
of business or are necessary or appropriate to maintain its properties and equipment. Mailbag is 
not a party to any continuing contract for the future purchase of materials, supplies or equipment 
in excess of the requirements for its business as now being conducted. 

(o) Mailbag is not subject to any order, judgment or decree with respect to its business or 
condition or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, 
instrument, order, judgment or decree which would prevent the consummation of the transactions 
contemplated hereunder, or compliance by Mailbag or the Stockholder with the terms, conditions 
and provisions hereof. 

(p) All outstanding accounts receivable (trade or other) of Mailbag, as set forth in the 
May 31, 1969 balance sheet and its books and records, are collectible except to the extent of the 
applicable reserve for bad debts. 

(q) Since May 31, 1969 the business and properties of Mailbag have not been adversely 
affected in any way as a result of any legislative or regulatory change, revocation of any license 
or right to do business, fire, explosion, accident, casualty, labor trouble, flood, drought, riot, storm, 
condemnation, or act of God or other public force or otherwise. 
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(r) The copies of Mailbag’s Certificate of Incorporation and By-Laws, as amended to date, 
certified by its Secretary, heretofore delivered to NSMC, and of all instruments, agreements or 
other documents that may have been delivered to NSMC pursuant to the terms of this Agreement, 
arc and will be complete and correct as of the date hereof and as of the Effective Date. 

(s) Mailbag has maintained its books of account in the usual, regular and ordinary manner 
in accordance with generally accepted accounting principles applied on a consistent basis. 

(t) In the negotiations leading up to the transaction contemplated by this Agreement, Mailbag 
has not retained or utilized the services of any broker or finder. 

(u) During the period from the date hereof to and including the Effective Date, Mailbag will 
conduct its business solely in the usual and ordinary manner and will refrain from any transactions 
not in the ordinary course of business unless the prior written consent of NSMC to such transactions 
has been obtained except to the extent Mailbag is prevented from so doing by NSMC. 

(v) The execution and performance of this Agreement by Mailbag have been duly authorized 
by proper corporate action and such execution and performance are within its corporate powers. 

7. NSMC represents, warrants and agrees as follows: 

(a) NSMC is a corporation duly organized, validly existing and in good standing under the 
laws of the District of Columbia. 

(b) As of August 8, 1969, the authorized capital stock of NSMC consisted of 3,000,000 
shares of Common Stock, par value $.025 per share, of which 2,904,555 shares (excluding 7,934 
shares held in the treasury of NSMC) were outstanding. Such outstanding shares have been validly 
issued and are fully paid and nonassessable. 

(c) The consolidated financial statements of NSMC as at August 31, 1968 contained in its 
1968 Annual Report to Stockholders, certified by Peat, Marwick, Mitchell & Co., and the unaudited 
consolidated statement of earnings as reported to its shareholders for the six months ended February 
28, 1969 prepared by NSMC, are true and correct and fairly present the financial position of 
NSMC and its subsidiaries as of such dates, and the results of their operations for the periods then 
ended, subject in the case of the six month statement to year-end audit adjustments. 

(d) In the negotiations leading up to the transaction contemplated by this Agreement, NSMC 
has not, except as heretofore disclosed to the Stockholders in writing, retained or otherwise utilized 
the services of any broker or finder. 

(e) The execution and performance of this Agreement by NSMC have been duly authorized 
by proper corporate action, subject to obtaining requisite stockholder approval, and such execution 
and performance are within its corporate powers. 

(f) Except as set forth in a schedule heretofore delivered by NSMC tc Mailbag, the stock 
of NSMC is not subject to any options, calls or warrants requiring issuance at future dates of 
shares of such stock. 

8. NSMC and Mailbag agree as follows: 

(a) NSMC and its authorized representatives shall, from and after the date hereof, have full 
access to the properties and the books and records of every kind of Mailbag, and the officers of 
Mailbag will furnish NSMC with such financial and operating data and other information as to 
the business and properties of Mailbag and copies of all documents referred to herein or in any 
list delivered hereunder, as NSMC shall from time to time request. The Stockholders will cause 
Mailbag and its officers and employees to comply with all of the conditions of this Agreement relating 
thereto. From and after the date hereof and prior to the Effective Date, the Stockholders will 



5 




E 3 1; y 

Government's Exhibit 25 

consult, and will use their best efforts to have the executive officers of Mailbag consult, with NSMC’i 
management with respect to the operation and management of Mailbag. 

(b) Mailbag and NSMC each agrees to execute and deliver or cause to be executed and 
delivered such additional instruments as the other party may reasonably request for the purpose 
of carrying out this Agreement. 

(c) The Stockholders agree to and do hereby indemnify and hold harmless NSMC from and 
against any and all claims, losses, liabilities or expenses which may be asserted against NSMC or 
Mailbag by any broker or other person claiming any finder’s fee or commission by reason of servicei 
alleged to have been rendered for or at the instance of the Stockholders in respect to the execution 
of this Agreement or in respect to the consummation of the transactions herein contemplated. 

(d) NSMC agrees to and hereby does indemnify and hold harmless the Stockholders from 
and against any and all claims, losses, liabilities or expenses which may be asserted against or 
suffered by the Stockholders by any broker or other person claiming any finder’s fee or commission 
by reason of services alleged to have been rendered for or at the instance of NSMC in respect to 
the execution of this Agreement or in respect to the transactions herein contemplated. 

(e) NSMC agrees, in the event that the transactions as herein contemplated are not consum¬ 
mated as herein provided, that NSMC will use its best efforts to keep confidential any information 
(unless readily ascertainable from public or published information or trade sources) obtained from 
Mailbag or the Stockholders concerning the properties, operations and business of Mailbag and 
will return to Mailbag any statements, documents or other written information obtained from Mail- 
bag or the Stockholders in connection therewith. 

(f) The Stockholders agree to cooperate and use their best efforts to have the present officer*, 
directors and employees of Mailbag cooperate with NSMC on and after the Effective Date in the 
collection of accounts and notes receivable owing to Mailbag on the Effective Date, and in furnishing 
information, evidence, testimony and other assistance in connection with any actions, proceeding*, 
arrangements or disputes of any nature with respect to matters pertaining to all periods prior to 
the Effective Date. 

(g) The Stockholders agree to use their best efforts to persuade all officers, directors and 
employees of Mailbag to remain in the employment of Mailbag and of the Surviving Corporation 
or a subsidiary thereof both during the period from the date hereof to the Effective Date and 
thereafter; the Stockholders will also use their best efforts to retain, preserve and maintain for the 
Surviving Corporation and its subsidiaries the business relations of Mailbag with its suppliers, 
customers and others. 

9. The obligations of NSMC to consummate the transactions herein contemplated shall be subject 
to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) NSMC shall have received from Messrs. Gifford, Woody, Carter and Hay*, counsel for 
Mailbag, at the expense of Mailbag, a favorable opinion, dated the Effective Date, in form and 
substance satisfactory to NSMC and its counsel, Messrs. White & Case, to the effect that (i) 
Mailbag is duly organized and existing in good standing under the laws of New York; (ii) Mailbag 
has the corporate power to carry on its business as then being conducted and there is no jurisdiction 
where, in the opinion of such counsel, the nature of the business transacted by it makes qualification 
as a foreign corporation necessary; (iii) the authorized and outstanding capital stock of Mailbag 
is as represented in this Agreement, and such shares have been duly and validly authorized and 
issued and are fully paid and non-assessable; (iv) no provision of the Certificate of Incorp^:;*’!on, 
• as amended, or the By-Laws of Mailbag or of any contract to which Mailbag is a party prevents 
the consummation of the transaction in the manner contemplated hereunder; (v) there are no 
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outstanding options or agreements on the part of Mailbag to issue or sell any capital stock of Mailbag; 
(vi) this Agreement and the Escrow Agreement, herein referred to, have been duly executed and 
delivered by Mailbag and the Stockholders and each is the valid and binding obligation of Mailbag 
and of the Stockholders in accordance with its terms and any corporate action by Mailbag required 
in order to authorize the transactions herein contemplated has been taken; (vii) except as set forth 
in Exhibit G to this Agreement, to the knowledge of such counsel, Mailbag is not engaged in or 
threatened with any legal action or other proceeding, nor has incurred or been charged with any 
presently pending violation of any Federal, state or local law or administrative regulation, which 
would materially adversely affect or impair the financial condition, business, operations, prospects, 
properties or assets of Mailbag; (viii) all other actions and proceedings required by law or by this 
Agreement to be taken by Mailbag at or prior to the Effective Date in connection with this Agree¬ 
ment and the transactions provided for herein have been duly and validly taken; and (ix) as to 
such other matters incident to the transactions contemplated hereby as NSMC and its counsel may 
reasonably request at or prior to the Effective Date. In rendering its opinion, such counsel may 
rely to the extent that such counsel feels justified upon certificates, affidavits or other documents 
signed by officers of Mailbag with respect to any facts necessary to enable such counsel to give 
its opinion. 

(b) No action or proceeding before a court or any other governmental a ency or body shall 
have been instituted or threatened to restrain or prohibit the merger herein contemplated and no 
governmental agency or body shall have taken any other action or made any request of NSMC as 
a result of which the management of NSMC deems it inadvisable to proceed with the transaction. 

(c) The representations and warranties of Mailbag shall be true on and as of the Effective 
Date with the same effect as though all such representations and warranties had been made on and 
as of such date; each and all of the agreements of Mailbag to be performed on or before the Effective 
Date pursuant to the terms hereof shall have been duly performed; and Mailbag by its President 
shall have delivered to NSMC a certificate dated the Effective Date to both such effects. 

(d) No material adverse change in the financial condition or business of Mailbag shall have 
occurred and Mailbag shall not have suffered any material loss or damage to any of its properties or 
assets, whether or not covered by insurance, since May 31, 1969, which change, loss or d age 
materially affects or ir. the ability of Mailbag to conduct its business. 

(e) The Stockholders shall have executed the Escrow Agreement substantially in the form 
attached hereto as Exhibit C. 

(f) NSMC shall have received a balance sheet of Mailbag as at August 31, 1969 and a State¬ 
ment of Income for the eight months then ending prepared by Pustorino, Puglisi, Behan & Co., 
independent accountants, on a basis consistent with that applied to prior periods. Such financial 
statements shall reflect net after tax earnings of not less than $90,000. 

(g) The Stockholders of NSMC shall have (i) approved an amendment to its Certificate of 
Incorporation increasing the number of shares of authorized Common Stock to 7,500,000, par value 
$ 01 per share, and (ii) approved the merger transaction described herein. In addition, the number 
of shares of NSMC Common Stock held by NSMC Stockholders exercising their rights as dissenting 
stockholders under Section 7 of the Business Corporation Act of the District of Columbia shall 
not have exceeded two percent ,'f the outstanding shares of NSMC Common Stock. 

(h) The Effective Date shall be on or before February 1, 1970. 

10. The obligation of Mailbag to consummate the transactions herein contemplated shall be 
subject to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) Mailbag shall have received from Messrs. White & Case, counsel for NSMC, at NSMC’s 
expense a favorable opinion, dated the Effective Date, in form and substance satisfactory to Mail- 




Government 1 8 Exhibit 25 

bng and to Mailbag’s counsel, Messrs. Gifford, Woody, Carter & Hays, to the effect that (i) NSMC 
is a corporation duly organized and validly existing in good standing under the laws of the District 
of Columbia and has the corporate power to carry on its business as then being conducted; (ii) the 
shares of NSMC Common Stock delivered to the Stockholder pursuant to this Agreement have 
been duly and validly authorized and issued and arc fully paid and non-asscssable; (iii) this Agree¬ 
ment has been duly executed and delivered by authorized officers of NSMC and is a valid obligation 
of NSMC legally binding upon it in accordance with its terms; (iv) all other actions and proceedings 
required by law or by this Agreement to be taken by NSMC at or prior to the Effective Date in 
connection with this Agreement and the transactions provided for herein have been duly and validly 
taken; and (v) as to such other matters incident to the transactions contemplated hereby as Mailbag 
and its counsel may reasonably request at or prior to the Effective Date. 

(b) No action or proceeding before a court or any other governmental agency or body shall 
have been instituted or threatened to restrain or prohibit the merger herein contemplated and no 
governmental agency or body shall have taken any other action or made any request of Mailbag 
or the Stockholder as a result of which they deem it inadvisable to proceed with the transaction. 

(c) The representations and warranties of NSMC herein contained shall be true on and as 
of the Effective Date in all material respects with the same effect as though all such representations 
and warranties had been made on and as of such a date; each and all of the agreements of NSMC 
to be performed on or before the Effective Date pursuant to the terms hereof shall have been duly 
performed; and NSMC shall have delivered to Mailbag a certificate dated the Effective Date and 
signed by an officer of NSMC to both such effects. 

(d) NSMC shall have received an order from the Securities and Exchange Commission declar¬ 
ing effective under the Securities Act of 1933, as amended, a registration statement relating to the 
proposed sale by Stockholders of shares of NSMC Common Stock to be received by George W. 
Schiele pursuant to this Agreement. 

(e) The Effective Date shall be on or before February 1, 1970. 

11. The Stockholders agree to indemnify and hold harmless NSMC from and against all claims, 
liabilities, losses, costs, damages or expenses (including without limitation reasonable counsel fees 
incurred in litigation or otherwise) arising out of or sustained by NSMC due to any breach of any 
representation, warranty or agreement of Mailbag or the Stockholders contained herein or in any cer¬ 
tificate, schedule, exhibit or writing relating to or delivered pursuant hereto; provided, however, that 
with respect to the representations of Mailbag in paragraph 6(d), 6(s), 6(v) and the last sentence of 
paragraph 6(h), the Stockholders shall represent only to their best knowledge and belief. Notwith¬ 
standing anything in the foregoing to the contrary (a) the Stockholders shall have no liability hereunder 
beyond a period of two years from the Closing Date and (b) there shall be no liability on the part of 
Stockholders unless such claims, liabilities, losses, costs, damages or expenses of NSMC exceed in the 
aggregate the sum of $1,250 in which event NSMC shall nave recourse against Stockholders for the 
entire amount thereof. NSMC shall promptly notify the Stockholders of any claim that it may have 
under this paragraph 11. 

12. The Stockholders represent and agree that they have not directly or indirectly offered or 
disposed of or attempted to offer or dispose of any of the shares of NSMC Common Stock and that 
they will not so offer or dispose of or attempt to offer or dispose of any such shares in violation of the 
Securities Act of 1933. The Stockholders understand that NSMC is relying upon the truth and accuracy 
of the foregoing representation for issuing the Common ock to the Stockholders without first registering 
such NSMC Common Stock under the Securities Act of 1933. The Stockholders will and do hereby 
indemnify and hold harmless NSMC against all liabilities, costs and expenses, including reasonable 
attorneys' fees, incurred by NSMC as a result of any sale or distribution by the Stockholders of such 
NSMC Common Stock in violation of such Act. All certificates representing NSMC Common Stock 
issued pursuant to this Agreement will contain a legend in the following form: “These securities have 
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not been registered under the Federal Securities Act of 1933, as amended. They may not be sold or 
offered for sale in the absence of an effective registration statement as to the securities under that act, 
or an opinion of counsel satisfactory to NSMC that such registration is not required.” 

(b) Each Stockholder agrees that, prior to any transfer or disposition of any shares of NSMC 
Common Stock, he will give written notice to NSMC expressing his intention to effect such transfer or 
disposition and describing briefly the manner of the proposed transfer or disposition of such shares 
of NSMC Common Stock. Promptly upon receiving such notice, NSMC shall present copies 
thereof to its counsel and the provisions of the following subdivisions shall apply: 

(i) If in the opinion of such counsel the proposed transfer or disposition does not require 
registration of such shares of NSMC Common Stock under the Securities Act of 1933, as then 
in force or any similar Federal statute then in force (of which opinion NSMC will notify such 
Stockholder as promptly as practicable) or, if such Stockholder shall have received a no-action 
letter from the Securities and Exchange Commission (a copy of which he shall have furnished 
to NSMC) such Stockholder shall upon receipt of such opinion from NSMC or upon the 
furnishing of such copy to NSMC, as the case may be, be entitled to transfer or dispose of 
such shares in accordance with the terms of the notice delivered by him to NSMC. 

(ii) If in the opinion of such counsel the proposed transfer or disposition requires such 
registration of such shares of NSMC Common Stock, such Stockholder shall not proceed with 
such transfer or disposition unless and until NSMC shall have registered the same; provided, 
however, that NSMC shall be under no obligation to register any such shares except as herein¬ 
after provided. 

(c) In the case of any proposed registration in the thirty-six months next succeeding the 
Effective Date of NSMC Common Stock on Form S-l under the Securities Act of 1933 as then in 
ctfect or any similar Federal statute then in effect, at least 25 days prior to filing a registration 
statement for such stock NSMC shall send a written notice of such intended registration to the 
Stockholder by first class mail, postage prepaid, at the address appearing on the stock records of 
NSMC. If within 20 days after the mailing of such notice the Stockholder shall request in writing 
the registration of shares received by him pursuant hereto and held by him, NSMC shall include 
such shares as he shall specify in the filing of such registration and will use its best efforts to cause 
such registration statement to become effective as soon as practicable thereafter. It is understood 
and agreed that in the event of any registration of shares of NSMC Common Stock pursuant to 
this paragraph 12(c), NSMC may delay the delivery of prospectuses to the Stockholder for a 
period not in excess of 60 days from the effective date of such registration statement. 

(d) In the event of any registration pursuant to this paragraph 12, NSMC shall indemnify 
the Stockholders against all losses, claims, damages and liabilities caused by any untrue statement 
of a material fact contained in the registration statement or prospectus (and es amended or supple¬ 
mented if NSMC shall have furnished any amendments or supplements thereto), or caused by any 
omission to state therein a material fact required to be stated therein or neccessary to make the 
statements therein not misleading, except in so far as such losses, claims, damages or liabilities 
are caused by any untrue statement of a material fact contained in, or any material fact omitted 
from, information furnished in writing to NSMC by the Stockholders exptessly for use therein. 
It shall be a condition precedent to any right of registration under this paragraph 12 that the 
Stockholders shall furnish to NSMC in writing such information as shall be reasonably requested 
by NSMC for use in any such registration statement or prospectus and shall agree in writing to indem¬ 
nify NSMC, its directors and officers, and each person, if any, who controls NSMC within the 
meaning of Section 15 of the Securities Act of 1933, as amended, and any underwriter for NSMC 
against all losses, claims, damages and liabilities caused by any untrue statement of a material fact 
contained in. or any material fact omitted from, information so furnished in writing by the Stock- 
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slates as shall be reasonably requested by the Stockholders provided, however, that NSMC shall 
not be required to qualify as a foreign corporation in any jurisdiction where it has not heretofore 
been qualified. The expenses in connection with any registration under this paragraph, including 
without limitation, printing costs and fees and disbursements of counsel and independent accountants 
shall be borne by NSMC, except that any underwriters’ discount and charges and applicable 
registration fee under the Act, allocable to Stockholders, and counsel fees and expenses of the 
Stockholders, shall be borne by the Stockholders. NSMC shall not be required to maintain a current 
prospectus more than six months (or such longer period as may be mutually agreed upon) after the 
date of filing any rcgistrati<?n statement pursuant to this paragraph 12. NSMC shall furnish Stock¬ 
holders with as many copies of the prospectus as Stockholders may reasonably request. 

(c) Notwithstanding the foregoing provisions of this paragraph 12 the Stockholders agree that 
they will not dispose of any shares of NSMC Common Stock if in the opinion of NSMC’s inde¬ 
pendent public accountants, Peat, Marwick, Mitchell & Co., such disposition will result in the 
accounting treatment of the transaction contemplated by this Agreement being other than at least 
a fifty percent “pooling of interests”. 

13. The representations, warranties and agreements of the parties made herein shall survive the 
consummation of the transactions contemplated by this Agreement and shall remain in full force and 
effect thereafter. 

14. Any notice of communication required or permitted hereunder shall be sufficiently given if sent 
by first class mail, postage prepaid, and if to Mailbag or the Stockholders addressed to 201 East 42nd Street, 
New York, New York 10017; with a copy thereof to Messrs. Gifford, Woody, Carter & Hays, One Wall 
Street, New York, New York 10005; and if to NSMC, addressed to it at 345 Park Avenue, New York, 
New York 10017, marked for the attention of the Secretary, with a copy thereof to Messrs. White 
& Case, 14 Wall Street, New York, New York 10005. 

15. This Agreement and the rights of the Stockholders hereunder may not be assigned (except 
by operation of law) and shall be binding upon and shall inure to the benefit of the parties hereto and 
successors of NSMC and to the successors and legal representatives of the Stockholders. 

16. This Agreement and the Exhibits hereto and the documents delivered pursuant hereto consti¬ 
tute the entire agreement and understanding among the Stockholders, Mailbag and NSMC and supersedes 
any prior agreement and understanding relating to the subject matter of this Agreement 

17. This Agreement may be executed simultaneously in two or more counterparts, each of which 
shall be deemed an original and all of which together shall constitute but one and the same instrument. 

18. Whether or not the transaction herein contemplated shall be consummated, NSMC will pay 
the fees, expenses and disbursements of NSMC and its counsel in connection with the subject matter of 
this Agreement and any amendments thereto and all other costs and expenses incurred by NSMC in 
performance and compliance with all conditions to be performed by it under this Agreement. Mailbag 
will pay the first $5,000 of fees, expenses and disbursements incurred by Mailbag in connection with 
the subject matter of this Agreement and any amendments thereto and all other costs and expenses 
incurred by it in performance and compliance with all conditions to be performed by it under this Agree¬ 
ment and the Stockholders shall pay the balance of such fees, expenses and disbursements, if any. 

19. This Agreement shall be construed and interpreted in accordance with the laws of the State 
of New York. 

20 Anything herein to the contrary notwithstanding and notwithstanding any shareholder vote 
of approval of this Agreement and the merger provided herein, this Agreement may be terminated and 
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abandoned by mutual consent of the Board of Directors of both NSMC and Mailbag at any time prior 
to the Effective Date. 

In Witness Whereof, Mailbag and NSMC have caused their corporate names to be hereunto 
subscribed and their corporate seals to be hereunto affixed by their officers thereunto duly authorized 
the day and year first above written. 

National Student Marketing Corporation 

By s/ Cortes W. Randell 

President 

[Corporate Seal] 

Attest: 

s/ John Glandon Davies 

Secretary 


/ 


Mailbag International, Inc. 
By s/ George W. Schiele 

[Corporate Seal] 

Attest: 

s/ Carmine Corbo 

Secretary 

Confirmed and Agreed this 
8th day of August 1969. 

The Stockholders 

s/ George W. Schiele 
George W. Schiele 

s/ William H. Torgis 
William H Torgis 
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EXHIBIT A 

ARTICLES OF MERGER 

Pursuant to Sections 68 and 71 of the District of Columbia Business Corporation Act, the under¬ 
signed hereby certify: 

1. A conformed copy of the Agreement and Plan of Merger between National Student Marketing 
Corporation (“NSMC”) and Mailbag International, Inc. (“Mailbag”) dated August 8, 1969 is attached 
hereto as Exhibit A and incorporated herein by reference. 

2. The authorized capital stock of NSMC consists of 3,000,000 shares of Common Stock, par value 

$.025 per share, of which shares arc issued and outstanding. 

3. The authorized capital stock of Mailbag consists of 200 shares of Common Stock, without par 
value, of which 44 shares are issued and outstanding. 

4. The shareholders of NSMC, a District of Columbia corporation, approved and adopted the 

Agreement and Plan of Merger at a Special Meeting of Shareholders held on , 1969. The 

results of the vote were as follows: 

For th e Plan Agatmt the PUb 

. Shares .Shares 

5. The shareholder of Mailbag, a New York corporation, approved and adopted the Agreement 
and Plan of Merger by unanimous written consent. 

In Witness Whereof, these articles have been signed this day of , 1969. 

National Student Marketing Corporation 


[Corporate Seal] 
Attest: 


By 


President 


Secretary 


[Corporate Seal] 
Attest: 


Mailbag International, Inc. 

By . 

President 


Secretary 
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CERTIFICATE OF MERGER 

OF 

MAILBAG INTERNATIONAL, INC. 

AND 

NATIONAL STUDENT MARKETING CORPORATION 

INTO 

NATIONAL STUDENT MARKETING CORPORATION 
(Under Section 907 of the Business Corporation Law) 


The undersigned hereby certify: 

1. The name of the constituent corporation to be merged is Mailbag International, Inc. (“Mail- 
bag”) and the name of the surviving corporation is National Student Marketing Corporation (‘'NSMC"). 

2. The outstanding capital stock of NSMC consists of 3,000,000 shares of voting Common Stock, 
par value $.025 per share. The outstanding capital stock of Mailbag consists of 200 shares of voting 
Common Stock, without par value. 

3. The Agreement and Plan of Merger was approved by the Board of Directors of Mailbag at a 

meeting held on , 1969 and authorized by the holder of all the outstanding shares 

of Mailbag by unanimous written consent adopted in lieu of meeting. 

4. The Agreement and Plan of Merger was approved by the Board of Directors and the Share¬ 
holders of NSMC in compliance with the applicaole provisions of the laws of the District of Columbia. 
The laws of the District of Columbia permit the merger herein effected. 

5. The Certificate of Incorporation of Mailbag, a domestic corporation, was filed by the Depart¬ 
ment of State on . NSMC, the surviving corporation, was incorporated 

under the laws of the District of Columbia on May 20, 1966. It filed its application for authority to do 
business in the State of New York on April 3, 1968. 

6. NSMC hereby agrees that NSMC may be served with process in New York in any action or 
special proceeding for the enforcement of any liability or obligation of any constituent corporation pre¬ 
viously amenable to suit in New York and for the enforcement under the Business Corporation Law of 
the right of shareholders of any constituent corporation to receive payment for their shares against NSMC 
as the surviving corporation. 

7. NSMC agrees that subject to the provisions of Section 623 of the Business Corporation Law, it 
will promptly pay to the shareholders of Mailbag the amount, if any, to which they shall be entitled under 
the provisions of the Business Corporation Law relating to the rights of shareholders to receive payment 
for their shares. 
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8. NSMC hereby designates the Secretary of State as its agent upon whom process againsi it may 
be served in the manner set forth in para r aph (b) of Section 306 of the Business Corporation Law in 
any action or special proceeding described in paragraph 6 hereof. The Secretary of State shall mail a 
copy of any such process to the following address: 

National Student Marketing Corporation 

345 Park Avenue 

New York, New York 10017 

9. The Plan of Merger has not been abandoned. 

Dated: , 1969. 


National Student Marketing Corporation 


By. 

President 


By 


Secretary 


Mailbag International, Inc. 


By 

President 


By 


Secretary 


Verification 
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ESCROW AGREEMENT 

AGREEMENT, dated as of , 1969 among National Student Marketing 

Corporation, a District of Columbia corporation (“NSMC”); George W. Schiele and William H. 
Torgis (the “Stockholders"), the holders of all of the outstanding capital stock of Mailbag International, 
Inc., a New York corporation (“Mailbag”); and First National City Bank (the "Escrow Agent”). 

Whereas, Mailbag has this day merged with and into NSMC pursuant to an Agreement and Plan 
of Merger and whereas the agreement reflecting such transaction provides that a portion of the shares 
of NSMC Common Stock received by the Stockholders be delivered to and held by the Escrow Agent 
subject to the terms and conditions of an Escrow Agreement; and 

Whereas, the parties hereto have agreed upon and wish to set forth herein the terms and conditions 
of said Escrow Agreement with respect to the shares of NSMC Common Stock to be so delivered to 
and held by the Escrow Agent; 

Now, therefore, it is agreed as follows: 

1. Escrow Agent. The Escrow Agent has agreed to act as such Escrow Agent in furtherance of 
the provisions of an Agreement and Plan of Merger, dated August 8, 1969 (the “Merger Agreement”), 
among NSMC, Mailbag and the Stockholders, upon the terms, conditions and provisions provided in 
this Escrow Agreement. 

2. Escrow of NSMC Shares. The Stockholders hereby designate and appoint First National City 
Bank, New York, New York, as Escrow Agent to serve in accordance with the terms of this Escrow 
Agreement. The Stockholders hereby agree to deposit in escrow with the Escrow Agent on the 
Effective Date provided for in the Merger Agreement the shares of NSMC Common Stock, par value 
$.025 per share, listed opposite their respective names on the signature page hereto (the “Escrowed 
Shares") issued and delivered by NSMC to such Stockholders on such Effective Date; such shares are 
represented by stock certificates registered in the name of the Stockholders and accompanied by stock 
powers duly signed in blank, with signature guaranteed by a bank, trust company or member firm of 
the New York Stock Exchange. 

3. Purpose of the Escrow, (a) To the extent herein provided, the Stockholders will indemnify 
and hold harmless NSMC against and in respect of any “Loss” (as defined in this paragraph 3) which 
is certified to the Escrow Agent in accordance with paragraph 4 hereof. The Escrowed Shares shall, 
subject to the terms and conditions of this Escrow Agreement, be applied to indemnify and hold harm¬ 
less NSMC against and in respect of the entire amount of such Loss. As used in this Escrow Agree¬ 
ment, the term “Loss” shall mean the amount of any Loss, liability or reasonable and actual expense 
incurred by NSMC as a result of any misrepresentation or breach of warranty of Mailbag or the Stock¬ 
holders contained in the Merger Agreement. 

4. Certification of Loss to Escrow Agent. 

(a) If NSMC is of the opinion that any Loss has occurred, and desires to have Escrowed 
Shares applied thereto pursuant to this Escrow Agreement, NSMC shall promptly so notify the 
Stockholders in writing at the address provided in paragraph 13 hereof and shall transmit a copy 
of such notice to the Escrow Agent. Any such notice shall contain a detailed statement specifying 
the circumstances and computation of such asserted Loss. Notice of any claim of Loss with 
respect to the Escrowed Shares must be given on or prior to December 31, 1971. 

(b) The amount of any Loss asserted by NSMC by notice given pursuant to subparagraph 
4(a) hereof and the number of Escrowed Shares, if any, to be returned to NSMC pursuant to para¬ 
graph 5 hereof shall be certified »o the Escrow Agent in writing jointly by NSMC and the Stock¬ 
holders if they agree on said amount and number, but if they cannot so agree within a period of 30 
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days after notice is given pursuant to subparagraph 4(a) hereof, either NSMC or the Stockholders 
shall be entitled within 30 days after such notice to direct submission of the matter in disagreement 
to arbitration in accordance with the rules and regulations of the American Arbitration Association. 
NSMC and the Stockholders shall promptly notify the Escrow Agent of such submission to arbitra¬ 
tion. As promptly as possible thereafter the arbitrator(s) shall certify to the Escrow Agent, and 
to NSMC and the Stockholders that there is no Loss, or, if there is a Loss, the amount thereof 
and the number of shares to be returned to NSMC pursuant to paragraph 5 hereof. Such cer¬ 
tification shall contain a detailed statement specifying the circumstances and computations of 
any Loss. The determination of the arbitrator(s) as to the amount of the Loss and the number 
of Escrowed Shares to be returned to NSMC, if any, shall be conclusive and binding upon the 
Stockholders and NSMC. Such determination may be deferred pending the time when any Loss 
which is uncertain or contingent becomes fixed. The expenses of each party, including legal and 
accounting fees, if any, with respect to any disagreement hereunder shall be borne by such party. 
If the matter is submitted to arbitration, the arbitrator(s) shall designate the party or parties to 
bear the other expenses of such determination and/or the respective amounts to be borne by 
each. 

(c) In connection with any asserted Loss, NSMC will make available to the Stockholders, 
their counsel and accountants such records as they may reasonably request pertaining to such asserted 

Loss. 

5. Number of Shares Returnable to NSMC in the Event of Loss. 

Upon determination pursuant to the provisions of paragraph 4 hereof of the amount of any Loss, 
such amount shall be divided by the then market price of the shares, which shall be determined by the 
average of the bid prices of NSMC Common Stock on the over-the-counter market as reported by the 
National Quotation Bureau Incorporated for the 30 business days prior to the time of determination or if 
the NSMC Common Stock shall be at the time listed on a national stock exchange then the mean 
average of the closing prices of such stock for the 30 trading days prior to the time of determination 
and the resulting figure (rounded to the nearest whole number) shall be the number of Escrowed Shares 
to be returned to NSMC in respect of such Loss pursuant to the provisions of this Escrow Agreement 
(the "Returned Shares”). 

6. Delivery of Escrowed Shares to Stockholders; Return of Escrowed Shares to NSMC. 

In the event that the Escrow Agent shall not have received on or prior to December 31, 1971 a 
copy of any notice of a Loss asserted by NSMC pursuant to the provisions of paragraph 4 hereof (which 
Loss, if a Loss is asserted, has not been satisfied prior to such date), then promptly after such date the 
Escrow Agent shall deliver the Escrowed Shares to the Stockholders. In the event that NSMC shall 
assert any Loss hereunder on or prior to December 31, 1971, then the Escrow Agent shall deli er to 
the Stockholders only the number of Escrowed Shares in excess of the number of shares claimed by 
NSMC. Promptly following the making of the final computation pursuant to paragraph 5 hereof and 
the certification thereof to the Escrow Agent pursuant to subparagraph 4(b) hereof, the Escrow 
Agent shall deliver to NSMC, for immediate cancellation only, the Returned Shares, and shall deliver 
to the Stockholders the balance of the Escrowed Shares. Such deliveries shall be effected by the sur¬ 
render by the Escrow Agent to NSMC of the stock cetificates then in its possession representing Escrowed 
Shares, accompanied by any stock powers pertaining thereto, whereupon NSMC shall promptly issue 
to the Escrow Agent a new stock certificate registered in the name of the Stockholders for the number 
of Escrowed Shares then remaining in escrow as reduced by the number of Returned Shares, and the 
Escrow Agent shall retain such new stock certificate subject to the terms of this Escrow Agreement. 

7. Adjustment in Shares to Reflect Stock Dividends, Split-Up or Other Recapitalization. In the 
event that, prior to any delivery of Escrowed Shares out of escrow by the Escrow Agent in accordance 
with the terms hereof, the outstanding shares of NSMC Common Stock shall have been, without new 
consideration, increased, decreased, changed into or exchanged for a different number or kind of shares 
or securities through reorganization, recapitalization, reclassification, stock dividend, stock split, reverse 
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stock split, or other like changes in NSMC’s capitalization, then notice of such change will be given to 
the Escrow Agent and an appropriate and proportionate adjustment shall be made in the number and 
kind of shares of NSMC Common Stock to be thereafter delivered hereunder. 

8. Right of Stockholders to Defend Claims. The Stockholders shall at their expense have the 
opportunity to be represented by counsel of their choice in connection with the defense of any action, 
suit, proceeding, demand or claim brought against NSMC in respect of which NSMC may be entitled 
to indemnification pursuant to paragraph 3 hereof. If the Stockholders elect to exercise this right and 
give notice to NSMC conceding NSMC’s right to such indemnification, their counsel shall have control 
over the prosecution of the defense of said action, suit, proceeding, 'demand or claim. If after such 
opportunity the Stockholders or their counsel do not participate in such proceedings, they shall be bound 
by the results obtained by NSMC. NSMC shall give prompt written notice of any such claim to the 
Stockholders at the address contained in the Merger Agreement. In connection with any defense or 
consideration of defense by the Stockholders of any claim referred to hereinabove in this paragraph, 
NSMC will make available to the Stockholders, their counsel and accountants such records as they may 
reasonably request pertaining to said claim. 

9. Voting Rights, Dividend, etc. Pending the delivery of Escrowed Shares out of escrow pursuant 
to the provisions of paragraph 6 hereof, the Stockholders may exercise all voting rights with respect to 
the Escrowed Shares and may receive the benefit of all dividends and other distributions with respect 
thereto; provided, however, that any shares which are issued as stock dividends or in a split-up or 
other recapitalization of NSMC with respect to Escrowed Shares shall be deposited by the Stockholders 
as additional Escrowed Shares. All dividends paid on Returned Shares shall be repaid to NSMC by 
the Stockholders. 

10. Fees. NSMC agrees to pay the Escrow Agent for its services hereunder such reasonable fee 
as may be customarily charged for such services by banks in New York, New York. 

11. Responsibilities of Escrow Agent. The acceptance by the Escrow Agent of its duties under 
this Escrow Agreement is subject to the following terms and conditions, which the parties to this Escrow 
Agreement hereby agree shall govern and control with respect to its rights, duties, liabilities and immuni¬ 
ties: 

(a) The Escrow Agent shall act hereunder as depositary only, and it shall not be responsible 
or liable in any manner whatever for the computations to be made in accordance with the formula 
stated in paragraph 5 hereof nor for the sufficiency, correctness, genuineness or validity of any 
security deposited with it. 

(b) The Escrow Agent shall be protected in acting upon any written notice, request, waiver, 
consent, receipt or other paper or document furnished to it, not only as to its due execution and 
the validity and effectiveness of its provisions but also as to the truth and acceptability of any 
information therein contained, which it in good faith believes to be genuine and what it purports 
to be. 

(c) The Escrow Agent shall not be liable for any error of judgment, or for any act done or 
step taken or omitted by it in good faith, or for any mistake of fact or law, or for anything which 
it may do or refrain from doing in connection herewith, except its own negligence or misconduct. 

(d) The Escrow Agent may consult with, and obtain advice from, legal counsel in the event 
of any question as to any of the provisions hereof or its duties hereunder, and it shall incur no 
liability and shall be fully protected in acting in good faith in accordance with the opinion and 
instructions of such counsel. The cost of such services shall be added to and be a part of the 
Escrow Agent’s fee hereunder. 

(e) The Escrow Agent shall have no duties except those which are expressly set forth herein, 
and it shall not be bound by any notice of a claim, or demand with respect thereto, or any waiver, 
modification, amendment, termination or rescission of this Escrow Agreement, unless in writing 
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received by it, and, if its duties herein are affected, unless it shall have given its prior written consent 

thereto. 

12. Amendment and Termination. This Escrow Agreement may be amended or cancelled by and 
upon written notice to the Escrow Agent at any time given jointly by NSMC and the Stockholders, 
but the duties or responsibilities of the Escrow Agent may not be increased without its consent. 

13. Notices. Any notices or other communications required or permitted hereunder shall be 
sufficiently given if sent by registered or certified mail, postage prepaid, if to the Stockholders addressed 
to them at their respective addresses as set forth on the stock transfer records by NSMC’s Transfer 
Agent, with a copy thereof to Messrs. Gifford, Woody, Carter & Hays, One Wall Street, New York, 
New York 10005; if to NSMC addressed to it at 345 Park Avenue, New York, New York 10017, 
marked lor the attention of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, 
New York, New York 10005, and if to the Escrow Agent addressed to it at 1503 Pennsylvania Avenue, 
N. W., Washington, D. C. marked for the attention of the Escrow Department; or in any case to such 
other address as shall be furnished in writing by such party. Such notices or other communications so 
given shall be deemed to have been given on the date so mailed. 

14. Parties in Interest. This Escrow Agreement shall be binding upon and inure to the benefit 
of the respective heirs, legal representatives, successors and assigns of the parties hereto. 

15. Execution by Escrow Agent. The execution of this Escrow Agreement by the Escrow Agent 
shall constitute a receipt of the Escrowed Shares and shall evidence its acceptance and agreement to 
the terms hereof. 

In Witness Whereof, the parties hereto have duly caused this Escrow Agreement to be executed 
as of the date first above written. 


National Student Marketing Corporation 

By . 

[Corporate Seal] President 

Attest: 


Secretary 


First National City Bank 

By . 

[Seal] Trust Officer 

Attest: 


Assistant Secretary 

Stockholder 


Number of NSMC Share* 
Placed lo Escrow 


George W. Schiele 


William H. Torgi* 
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SCHEDULE H 

AGREEMENT AND PLAN OE MERGER dated August 8, 1969 by and between National 
Student Marketing Corporation, a District of Columbia corporation (“NSMC”), and Mil Services, 
Inc., a New York corporation (“MU”). 

WITNESSETH: 

Whereas, the respective Boards of Directors of NSMC and Mil deem it advisable for the general 
welfare and advantage of the respective corporations and their shareholders that Mil be merged into 
NSMC pursuant to this Agreement and the applicable laws of the State of New York and the District 
of Columbia; and 

Whereas, to effect such Merger Mil will be merged into NSMC and the holder of Mil Common 
Stock (the “Stockholder”) will receive in exchange for his shares of Mil Common Stock, without 
par value (“Mil Stock”), 51,797 shares of NSMC Common Stock; 

Now, Therefore, in consideration of the mutual agreements and conditions herein contained, 
NSMC and Mil hereby agree each with the other, in accordance with the applicable laws of the State 
of New York and the District of Columbia, that Mil shall be merged into NSMC (which in its capacity 
as the surviving corporation is sometimes hereinafter called the “Surviving Corporation"), and the 
terms and conditions of the merger and the mode of carrying them into effect are and shall be as follows: 

1. When this Agreement and the transactions contemplated hereby have been approved and 
the Articles of Merger, substantially in the form attached hereto as Exhibit A, required by Sections 
68 and 71 of the Business Corporation Act of the District of Columbia have been filed in accordance 
with the provisions of such Law, and the Certificate of Merger, substantially in the form attached 
hereto as Exhibit B, required by Section 907 of the New York Business Corporation Law has been 
filed in accordance with the provisions of such Law, the separate existence of Mil shall cease and it 
shall be merged into NSMC. The date on which such recording and filing have been completed and 
the transaction contemplated hereby becomes effective shall be known as the “Effective Date”. 

2. The laws which are to govern the Surviving Corporation are the laws of the District of Columbia. 
The Articles of Incorporation of NSMC shall, on the Effective Date, be the Articles of Incorporation 
of the Surviving Corporation, from and after the Effective Date, subject always to the right of the 
Surviving Corporation to amend its Articles of Incorporation in accordance with the laws of the District 
of Columbia. The By-Laws of the Surviving Corporation shall be the By-Laws of NSMC as in effect 
on the Effective Date, until changed or amended as provided therein. 

3. (a) On the Effective Date, NSMC will issue 1294.925 shares of NSMC Common Stock for 
each one share of Mil Common Stock outstanding on the Effective Date, which shares of NSMC Common 
Stock shall be exchanged for Mil Common Stock on the Effective Date by the parties hereto. 

(b) Immediately upon receipt of the shares as set forth in paragraph (a) above, the Stockholder 
will deliver to First National City Bank, New York, New York, as Escrow Agent pursuant to an Escrow 
Agreement, substantially in the form and substance of Exhibit C hereto (the “Escrow Agreement"), 
5,180 shares of NSMC Common Stock (the “Escrowed Shares"), to be released from escrow and delivered 
to the Stockholder in accordance with the terms of this Agreement and the Escrow Agreement. 

4 Except as provided herein, upon the merger becoming effective, all the rights, privileges, powers 
and franchises and all property and assets of every kind and description of Mil and NSMC, including, 
without limitation, trade names, names, licenses and registrations, and the good will relating to any 
of the foregoing, shall be vested in and be held and enjoyed by the Surviving Corporation, without 
further act or deed, and all the estates and interests of every kind of Mil and NSMC, including all debts 
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due to any of them on whatever account, shall be as effectually the property of the Surviving Corporation 
as they were of Mil and NSMC, and the title to any real estate vested by deed or otherwise in Mil and 
NSMC shall not revert or be in any way impaired by reason of the merger; and all rights of creditors 
and all liens upon any property of Mil and NSMC shall be preserved unimpaired, and all debts, liabilities 
and duties of Mil and NSMC shall thenceforth attach to the Surviving Corporation and may be enforced 
against it to the same extent as if said debts, liabilities and duties had been incurred or contracted by it. 

5. NSMC, Mil and the Stockholder agree to execute and deliver the Escrow Agreement on the 
Effective Date. 

6. Mil represents, warrants and agrees as follows: 

(a) Mil is a corporation duly organized and validly existing in good standing under the 
laws of the State of New York with the power to own its property and to carry on its business 
as now being conducted, and there is no jurisdiction in which the character of the properties owned 
or the nature of the business conducted by it makes qualification as a foreign corporation necessary. 

(b) Mil has no subsidiaries or affiliates. 

(c) The authorized capital stock of Mil consists of 2,000 shares of Common Stock, with¬ 
out par value, of which 40 of such shares are issued and outstanding. Such issued shares have 
been validly authorized and issued and are fully paid and non-assessable. Mil has no outstanding 
options, warrants or other rights, calls or commitments to purchase capital stock of Mil, and 
there are no outstanding options, warrants, rights, calls, commitments, conversion rights, plans 
or other agreements of any character providing for the purchase of any authorized but unissued 
Mil shares. Prior to the Effective Date, Mil will not issue any shares of capital stock, authorize 
any increase in the number of shares of its authorized capital stock or issue any options or rights 
to subscribe for or purchase shares of its capital stock. 

(d) Mil has furnished NSMC with a balance sheet of Mil as of September 30, 1968 and 
an income statement for the twelve month period then ended, certified by Pustorino, Puglisi, Behan 
& Co., certified public accountants. Mil has also furnished NSMC with a balance sheet of Mil 
as at May 31, 1969 and an income statement for the nine month period then ended, prepared 
by Mil and certified by the principal accounting officer of Mil. Such financial statements are 
true and correct and have been prepared in accordance with generally accepted accounting prin¬ 
ciples consistently followed throughout the periods involved. The balance sheets fairly present 
the condition of MU as of the dates thereof, and reflect all known claims against and debts and 
liabilities tincluding adequate provision for all taxes), fixed or contingent, as at the date thereof, 
and the income statements accurately present the results of the operations of MU for the periods 
indicated subject in the case of the nine months statements to year-end audit adjustments. Neither 
such balance sheets nor such income statements contain any untrue statement of a material fact, 
or omit to state any material fact necessary in order to make the statements contained in this 
paragraph or therein not misleading. 

(e) Except for such claims, debts and liabilities as are reflected in the May 31, 1969 balance 
sheet referred to in paragraph 6(d) above, Mil has no outstanding indebtedness and is not subject 
to any claims or liabilities other than trade or business obligations incurred in the ordinary course 
of business. Without the prior written consent of NSMC, Mil will not incur, prior to the Effective 
Date, any additional indebtedness for money borrowed or incur any liabilities other than in the 
ordinary course of business. 

(f) Since May 31, 1969, except as may heretofore have been disclosed in writing to NSMC, 
Mil has not issued, or declared or paid any dividend on, or declared or made any distribution 
on. or authorized the creation or issuance of, or effected any split-up or any recapitalization of, 
any of its stock of any class, or directly or indirectly redeemed, purchased or otherwise acquired 
any of its outstanding stock, or authorized or made any change in its Certificate of Incorporation 
or agreed to take any such action. 
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fg) Mli has filed all requisite Federal income, payroll and excise tax returns and all appropriate 
state and local income, sales, payroll, personal property and franchise tax returns required to be 
filed by it and has paid all taxes and assessments (including interest or penalties) owed by it to 
the extent that such taxes and assessments have become payable. To the extent that such taxes 
and assessments and any subsequent tax liabilities have accrued but have not become payable, 
the full amounts thereof have been reflected as liabilities on Mil's books. In addition, Mil has 
paid all taxes which would not require the filing of returns and which are required to be paid 
by it. The Federal income tax returns of Mil for the years 1966 to and including 1968 are currently 
under review by the Internal Revenue Service and as of the date hereof, no penalty or deficiency has 
been assessed for such years. 

(h) Mil owns no real property. Mil has good and marketable title to all its personal and 
intangible property, including the personal and intangible property reflected in the most recent 
balance sheet delivered pursuant to paragraph 6(d) above, with such changes in such personal 
and intangible property as have been made since such dates, in the ordinary course of business. 
None of such personal and intangible property is subject (i) to a contract of sale or (ii) to mort¬ 
gages, pledges, liens, encumbrances, security interests or charges of any kind or character except 
as herein disclosed. 

(i) Mil does not hold under lease any real or personal property. 

(j) Attached hereto as Exhibit D is a true and correct list of all policies of insurance of 
Mil including the amounts thereof, in force as at the date hereof, and such policies are in full 
force and effect. Mil will continue to maintain all of such policies or renewals thereof in full 
force and effect up to and including the Effective Date. 

(k) Except as set forth in Exhibit E hereto, Mil owns, possesses or licenses no trade secret, 
technical information, patent, patent right, application for patent, trademark, trade name, copy¬ 
right, process or formula used in its business. Except as noted on such exhibit, no copyright or 
trade name infringes on others, none is owned by or licensed to any other person, firm or corporation 
in the United States or elsewhere, no proceedings have been instituted or are pending or threatened 
which challenge the sole and exclusive ownership thereof by Mil and none is subject to any pro¬ 
ceeding or action attacking or contesting its validity. Except as set forth in Exhibit E .ttached 
hereto, Mil has full right, title and ownership to its corporate name and any and all other names 
under which it does business. Mil possesses valid rights to use all trademarks, trade names, and all 
licenses now used and necessary to conduct its business as presently being conducted. 

(l) Except as set forth in Exhibit F hereto, there are no actions, suits or proceedings pending 
or threatened against or affecting Mil, at law or in equity, by or before any Federal, state or 
municipal court or other governmental department, commission, board, bureau, agency or instru¬ 
mentality which would adversely affect or impair the financial condition, business, operatic ns, 
prospects, and assets of Mil. Mil is subject to no liability by reason of a violation of any order, 
rule, or regulation of, or default with respect to any tax return or any other return or report payable 
to or required to be filed with, any Federal, state, municipal or other government agency, depart¬ 
ment, commission, bureau, board of instrumentality to which it is subject. 

(m) Except as set forth in Exhibit G, Mil has no collective bargaining agreements with 
employees, executive employment agreements, executive compensation plans, employees’ pension 
or retirement plans or pension trusts, employees’ profit sharing or bonus or stock purchase plans or 
any other similar agreements or plans. Between the date hereof and the Effective Date, Mil will 
not. without the written consent of NSMC, make or agree to make any increase in the rate of wages, 
salaries, bonuses or other remuneration of any employee or employees, or become a party to any 
contract or arrangement with any of its officers or employees other than contracts which are termin¬ 
able at will or subject to termination cn not more than one month’s notice, or become a party to any 
contract or arrangement with any officers or employees providing for bonuses or profit-sharing 
payments, severance pay or retirement benefits. 
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(n) Attached hereto as Exhibit H is a true and correct list of all outstanding contracts, 
agreements or understandings to which Mil is a party, except (i) those referred to elsewhere in 
this paragraph 6, and (ii) any contract, agreement or understanding involving an aggregate expendi¬ 
ture by Mil of less than $5,000. Neither Mil nor any other party to any such contract, agree¬ 
ment or understanding is in default under the terms of any such contract, agreement or understanding. 
Between the date hereof and the Effective Date, Mil will not, without the written consent of NSMC, 
make any changes or modifications in any such contracts, agreements or understandings, or incur 
any further obligations or surrender any rights thereunder, or make any further additions to its 
property or further purchases of equipment except such changes or modifications, each in an amount 
less than $5,000, as are in the ordinary course of business or are necessary or appropriate to main¬ 
tain its properties and equipment. Mil is not a party to any continuing contract for the future 
purchase of materials, supplies or equipment in excess of the requirements for its business as now 
being conducted. 

(o) Mil is not subject to any order, judgment or decree with respect to its business or con¬ 
dition or any of its assets or property, or to any charter, by-law, mortgage, lease, agreement, 
instrument, order, judgment or decree which would prevent the consummation of the transactions 
contemplated hereunder, or compliance by Mil or the Stockholder with the terms, conditions 
and provisions hereof. 

(p) All outstanding accounts receivable (trade or other) of MU as set forth in the May 31, 
1969 balance sheet and its books and records, are collectible. 

(q) Since May 31, 1969 the business and properties of Mil have not been adversely affected 
in any way as a result of any legislative or regulatory change, revocation of any license or right to 
do business, fire, explosion, accident, casualty, labor trouble, flood, drought, riot, storm, condemna¬ 
tion, or act of God or other public force or otherwise. 

(r) The copies of Mil’s Certificate of Incorporation and By-Laws, as amended to date, certified 
by its Secretary, heretofore delivered to NSMC, and of all instruments, agreements or other docu¬ 
ments that may have been delivered to NSMC pursuant to the terms of this Agreement, are and 
will be complete and correct as of the date hereof and as of the Effective Date. 

(s) Mil has maintained its books of account in the usual, regular and ordinary manner in 
accordance with generally accepted accounting principles applied on a consistent basis. 

(t) In the negotiations leading up to the transaction contemplated by this Agreement, Mil 
has not retained or utilized the services of any broker or finder. 

(u) During the period from the date hereof to and including the Effective Date, Mil will 
conduct its business solely in the usual and ordinary manner and will refrain from any transactions 
not in the ordinary course of business unless the prior written consent of NSMC to such transactions 
has been obtained, except to the extent that Mil is prevented from so doing by NSMC. 

(v) The execution and performance of this Agreement by Mil have been duly authorized 
by proper corporate action and such execution and performance are within its corporate powers. 
7. NSMC represents, warrants and agrees as follows: 

(a) NSMC is a corporation duly organized, validly existing and in good standing under the 
laws of the District of Columbia. 

(b) As of August 8, 1969, the authorized capital stock of NSMC consisted of 3,000,000 shares 
of Common Stock, par value $.025 per share, of which 2,904,555 shares (including 7,934 shares 
held in the treasury of NSMC) were outstanding. Such outstanding shares have been validly issued 
and arc fully paid and non-assessable. 

(c) The consolidated financial statements of NSMC as at August 31, 1968 contained in its 
1968 Annual Report to Stockholders, certified by Peat, Marwick, Mitchell & Co., and the unaudited 
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consolidated statement of earnings as reported to its shareholders for the six months ended Febru¬ 
ary 28, 1969 prepared by NSMC, are true and correct and fairly present the financial position of 
NSMC and its subsidiaries as of such dates, and the results of their operations for the periods then 
ended, subject in the case of the six month statement to year-end audit adjustments. 

(d) In the negotiations leading up to the transaction contemplated by this Agreement, NSMC 
has not, except as heretofore disclosed to the Stockholders in writing, retained or otherwise utilized 
the services of any broker or finder. 

(e) The execution and performance of this Agreement by NSMC have been duly authorized 
by proper corporate action and such execution and performance are within its corporate powers. 

(f) Except as set forth in a .schedule heretofore delivered by NSMC to Mil, the stock of 
NSMC is not subject to any options, calls or warrants requiring issuance at future dates of shares 
of such stock. 

8. NSMC and Mil agree as follows: 

(a) NSMC and its authorized representatives shall, from and after the date hereof, have full 
access to the properties and the books and records of every kind of Mil, and the officers of Mil 
will furnish NSMC with such financial and operating data and other information as to the business 
and properties of Mil and copies of all documents referred to herein or in any list delivered here¬ 
under, as NSMC shall from time to time request. The Stockholder will cause Mil and its officers 
and employees to comply with all of the conditions of this Agreement relating thereto. From and 
after the date hereof and prior to the Effective Date, the Stockholder will consult, and will use his 
best efforts to have the executive officers of Mil consult, with NSMC’s management with respect 
to the operation and management of Mil. 

(b) Mil and NSMC each agrees to execute and deliver or cause to be executed and delivered 
such additional instruments as the other party may reasonably request for the purpose of carrying 
out this Agreement. 

(c) The Stockholder agrees to and does hereby indemnify and hold harmless NSMC from and 
against any and all claims, losses, liabilities or expenses which may be asserted against NSMC or 
Mil by any broker or other person claiming any finder’s fee or commission by reason of services 
alleged to have been rendered for or at the instance of the Stockholder in respect to the execution 
of this Agreement or in respect to the consummation of the transactions herein contemplated. 

(d) NSMC agrees to and hereby does indemnify and hold harmless the Stockholder from and 
against any and all claims, losses, liabilities or expenses which may be asserted against or suffered 
by the Stockholder by any broker or other person claiming any finder’s fee or commission by 
reason of services alleged to have been rendered for or at the instance of NSMC in respect to 
the execution of this Agreement or in respect to the transactions herein contemplated. 

(e) NSMC agrees, in the event that the transactions as herein contemplated are not consum¬ 
mated as herein provided, that NSMC will use its best efforts to keep confidential any information 
(unless readily ascertainable from public or published information or trade sources) obtained from 
Mil or the Stockholder concerning the properties, operations and business of MIX and will return 
to MII any statements, documents or other written information obtained from Mil or the Stock¬ 
holder in connection therewith. 

(f) The Stockholder agrees to cooperate and use his best efforts to have the present officers, 
directors and employees of MII cooperate with NSMC on and after the Effective Date in the 
collection of accounts and notes receivable owing to Mil on the Effective Date, and in furnishing 
information, evidence, testimony and other assistance in connection with any actions, proceedings, 
arrangements or disputes of any nature with respect to matters pertaining to all periods prior to the 
Effective Date. 
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(g) The Stockholder agrees to use his best efforts to persuade all officers, directors and 
employees of Mil to remain in the employment of Mil and of the Surviving Corporation or a 
subsidiary thereof both during the period from the date hereof to the Effective Date and thereafter; 
the Stockholder will also use his best efforts to retain, preserve and maintain for the Surviving 
Corporation and its subsidiaries the business relations of Mil with its suppliers, customers and 
others. 

9. The obligations of NSMC to consummate the transactions herein contemplated shall be subject 
to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) NSMC shall have received from Messrs. Gifford, Woody, Carter and Hays, counsel for 
Mil, at the expense of Mil, a favorable opinion, dated the Effective Date, in form and substance 
satisfactory to NSMC and its counsel, Messrs. White & Case, to the effect that (i) Mil is duly 
organized and existing in good standing under the laws of New York; (ii) Mil has the corporate 
power to carry on its business as then being conducted and there is no jurisdiction where, in the 
opinion of such counsel, the nature of the business transacted by it makes qualification as a foreign 
corporation necessary; (iii) the authorized and outstanding capital stock of Mil is as represented in 
this Agreement, and such shares have been duly and validly authorized and issued and are fully 
paid and non assessable; (iv) no provision of the Certificate of Incorporation, as amended, or the 
By-Laws of Mil or of any contract to which Mil is a party prevents the consummation of the 
transaction in the manner contemplated hereunder; (v) there are no outstanding options or agree¬ 
ments on the part of Mil to issue or sell any capital stock of Mil; (vi) this Agreement and the 
Escrow Agreement, herein referred to, have been duly executed and delivered by Mil and the Stock¬ 
holder and each is the valid and binding obligation of Mil and of the Stockholder in accordance with 
its terms and any corporate action by Mil required in order to authorize the transactions herein 
contemplated has been taken; (vii) except as set forth in Exhibit G to this Agreement, to the 
knowledge of such counsel, Mil is not engaged in or threatened with any legal action or other 
proceeding, nor has incurred or been charged with any presently pending violation of any Federal, 
state or local law or administrative regulation, which would materially adversely affect or impair 
the financial condition, business, operations, prospects, properties or assets of Mil; (viii) all other 
actions and prcceedings required by law or by this Agreement to be taken by Mil at or prior to the 
Effective Date in connection with this Agreement and the transactions provided for herein have been 
duly and validly taken; and (ix) as to such other matters incident to the transactions contemplated 
hereby as N'SMC and its counsel may reasonably request at or prior to the Effective Date. In 
rendering its opinion, such counsel may rely to the extent that such counsel feels justified upon 
certificates, affidavits or other documents signed by officers of Mil with respect to any facts necessac, 
to enable such counsel to give its opinion. 

(b) No action or proceeding before a court or any other governmental agency or body 
shall have been instituted or threatened to restrain or prohibit the merger herein contemplated 
and no governmental agency or body shall have taken any other action or made any request of 
NSMC as a result of which the management of NSMC deems it inadvisable to proceed with the 

transaction. 

(c) The representations and warranties of Mil shall be true on and as of the Effective Date 
with the same effect as though all such representations and warranties had been made on and as of 
such date, each and all of the agreements of Mil to be performed on or before the Effective Date 
pursuant to the terms hereof shall have been duly performed; and Mil shall have delivered to NSMC 
a certificate dated the Effective Date and signed by its President to both such effect*. 

(d) No material adverse change in the financial condition or business of Mil shall have 
occurred and Mil shall not have suffered any material loss or damage to any of its properties or 
assets, whether or not covered by insurance, since May 31, 1969, which change, loss or damage 
materially affects or impairs the ability of Mil to conduct its business. 



E 388 

Government's Exhibit 25 

(c) The Stockholder shall have executed the Escrow Agreement substantially in the form 
attached hereto as Exhibit C. 

(f) NSMC shall have received a balance sheet of Mil as at August 31, 1969 and a Statement 
of Income for the eight months then ending prepared by Pustorino, Puglisi, Behan & Co., inde¬ 
pendent accountants, on a basis consistent with that applied to prior periods. Such financial state¬ 
ments shall reflect net after tax earnings of not less than $85,000. 

(g) The Stockholders of NSMC shall have (i) approved an amendment to its Certificate of 
Incorporation increasing the number of shares of authorized Common Stock, to 7,500,000 shares, 
par value $.01 per share, and (ii) approved the merger transaction described herein. In addition, 
the number of shares of NSMC Common Stock held by NSMC Stockholders exercising their rights 
as dissenting stockholders under Section 73 of the Business Corporation Act of the District of 
Columbia shall not have exceeded two percent of the outstanding shares of NSMC Common Stock. 

(h) The Effective Date shall be on or before February 1, 1970. 

10. The obligation of Mil to consummate the transactions herein contemplated shall be subject 
to the fulfillment on or prior to the Effective Date of the following conditions: 

(a) Mil shall have received from Messrs. White & Case, counsel for NSMC, at NSMC’s 
expense a favorable opinion, dated the Effective Date, in form and substance satisfactory to Mil 
and to Mil’s counsel, Messrs. Gifford, Woody, Carter and Hays, to the effect that (i) NSMC is a 
corporation duly organized and validly existing in good standing under the laws of the District of 
Columbia, (ii) NSMC has the corporate power to carry on its business as then being conducted; 
(iii) the shares of NSMC Common Stock delivered to the Stockholder pursuant to this Agreement 
have been duly and validly authorized and issued and are fully paid and non-asscssable; (iv) this 
Agreement has been duly executed and delivered by authorized officers of NSMC and is a valid 
obligation of NSMC legally binding upon it in accordance with its terms; (v) all other actions and 
proceedings required by law or by this Agreement to be taken by NSMC at or prior to the Effective 
Date in connection with this Agreement and the transactions provided for herein have been duly 
and validly taken; and (vi) as to such other matters incident to the transactions contemplated 
hereby as Mil and its counsel may reasonably request at or prior to the Effective Date. 

(b) No action or proceeding before a court or any other governmental agency or body shall 
have been instituted or threatened to restrain or prohibit the merger herein contemplated and no 
governmental agency or body shall have taken any other action or made any request of Mil or the 
Stockholder as a result of which they deem it inadvisable to proceed with the transaction. 

(c) The representations and warranties of NSMC herein contained shall be true on and as 
of the Effective Date in all material respects with the same effect as though all such representations 
and warranties had been made on and as of such a date; each and all of the agreements of NSMC 
to be performed on or before the Effective Date pursuant to the terms hereof shall have been duly 
performed; and NSMC shall have delivered to Mil a certificate dated the Effective Date and 
signed by an officer of NSMC to both such effects. 

(d) NSMC shall have received an order from the Securities and Exchange Commission 
declaring effective under the Securities Act of 1933, as amended, a registration statement relating 
to the proposed sale by Stockholder of shares of NSMC Common Stock to be received by Stock¬ 
holder pursuant to this Agreement. 

(e) The Effective Date shall be on or before February 1, 1970. 

11. The Stockholder agrees to indemnify and hold harmless NSMC from and against all claims, 
liabilities, losses, costs, damages or expenses (including without limitation reasonable counsel fees incurred 
in litigation or otherwise) arising out of or sustained by NSMC due to any breach of any representation, 
warranty or agreement of Mil or the Stockholder contained herein or in any certificate, schedule, 
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exhibit or writing relating to or delivered pu.-jam hcruo provided, however, that with respect to the 
representations of Mil in paragraphs 6(d), 6(s) and 6(v), the Stockholder shall represent only to 
his best knowledge and belief. Notwithstanding anything in the foregoing to the contrary (a) the Stock¬ 
holder shall have no liability hereunder beyond a period of two years from the Effective Date and (b) 
there shall be no liability on the part of the Stockholder unless juch claims, liabilities, losses, costs, 
damages or expenses of NSMC exceed in the aggregate $1,250 in which event NSMC shall have recourse 
against the Stockholder for the entire amount thereof. NSMC shall promptly notify the Stockholder 
of any claim that it may have under this paragraph 11. 

12. The Stockholder represents and agrees that he has not directly or indirectly offered or dis¬ 
posed of or attempted to offer or dispose of any of the shares of NSMC Common Stock and that he 
will not so offer or dispose of or attempt to offer or dispose of any of such shares in violation of the 
Securities Act of 1933. The Stockholder understands that NSMC is relying upon the truth and accuracy 
of the foregoing representation for issuing the Common Stock to the Stockholder without first reg¬ 
istering such NSMC Common Stock under the Securities Act of 1933. The Stockholder will and does 
hereby indemnify and hold harmless NSMC against all liabilities, costs and expenses, including rea¬ 
sonable attorneys’ fees, incurred by NSMC as a result of any sale or distribution by the Stockholder 
of such NSMC Common Stock in violation of such Act. All certificates representing NSMC Common 
Stock issued pursuant to this Agreement will contain a legend in the following form: 

“These securities have not been registered under the Federal Securities Act of 1933, as amended. 
They may not he sold or offered for sale in the absence of a» effective registration statement as to 
the securities under that Act, or an opinion of counsel satisfactory to NSMC that such registration 
is not required.” 

(b) The Stockholder agrees that, prior to any transfer or disposition of any shares of NSMC 
Common Stock, he will give written notice to NSMC expressing his intention to effect such trans¬ 
fer or disposition and describing briefly the manner of the proposed transfer or disposition of 
such shares of NSMC Common Stock. Promptly upon receiving such notice, NSMC shall present 
copies thereof to its counsel and the provisions of the following subdivisions shall apply: 

(i) If in the opinion of such counsel the proposed transfer or disposition does not require 
registration of such shares of NSMC Common Stock under the Securities Act of 1933, as 
then in force or any similar Federal statute then in force (of which opinion NSMC will 
notify such Stockholder as promptly as practicable) or, if such Stockholder shall have received 
a no-action letter from the Securities and Exchange Commission (a copy of which he shall 
have furnished to NSMC) such Stockholder shall upon receipt of such opinion from NSMC 
or upon the furnishing of such copy to NSMC, as the case may be, be entitled to transfer 
or dispose of such shares in accordance with the terms of the notice delivered by him to NSMC. 

(ii) If in the opinion of such counsel the proposed transfer or disposition requires such 
registration of such shares of NSMC Common Stock, such Stockholder shall not proceed 
with such transfer or disposition unless and until NSMC shall have registered the same: 
provided, however, that NSMC shall be under no obligation to register any such shares except 
as hereinafter provided. 

(c) In the case of any proposed registration in the thirty-six mon'hs next succeeding the 
Effective Date of NSMC Common Stock on Form S-l under the Securities Act of 1933 as then 
in effect or any similar Federal statute then in effect, at least 25 days prior to filing a registration 
statement for such stock NSMC shall send a written notice of such intended registration to the 
Stockholder by first class mail, postage prepaid, at thet address appearing on the stock records 
of NSMC. If within 20 days after the mailing of such notice the Stockholder shall request in 
writing the registration of shares received by him pursuant hereto and held by him, NSMC shall 
include such shares as he shall specify in the filing of such registration and will use its best efforts 
to cause such registration statement to become effective as soon as practicable thereafter. It is under¬ 
stood and agreed that in the event of any registration of shares of NSMC Common Stock pursuant 
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to this paragraph 12(c), NSMC may delay the delivery of prospectuses to the Stockholder for a 
period not in excess of 60 days from the effective date of such registration statement. 

(d) In the event of any registration pursuant to this paragraph 12, NSMC shall indemnify 
the Stockholder against all losses, claims, damages and liabilities caused by any untrue statement 
of a material fact contained in the registration statement or prospectus (and as amended or sup¬ 
plemented if NSMC shall have furnished any amendments or supplements thereto), or caused 
by any omission to state therein a material fact required to be stated therein or necessary to 
make the statements therein not misleading, except in so far as such losses, claims, damages or 
liabilities arc caused by any untrue statement of a material fact contained in, or any material 
fact omitted from, information furnished in writing to NSMC by the Stockholder expressly for 
use therein. It shall be a condition precedent to any right of registration under this paragraph 
12 that the Stockholder shall furnish to NSMC in writing such information as shall be reasonably 
requested by NSMC for use in any such registration statement or prospectus and shall agree in 
writing to indemnify NSMC, its directors and officers, and each person, if any, who controls NSMC 
within the meaning of Section 15 of the Securities Act of 1933, as amended, and any underwriter 
for NSMC against all losses, claims, damages and liabilities caused by any untrue statement of 
a material fact contained in, or any material fact omitted from, information so furnished in writing 
by the Stockholder. NSMC will use its best efforts to qualify such shares for sale under the laws 
of such states as shall be reasonably requested by the Stockholder provided, however, that NSMC 
shall not be required to qualify as a foreign corporation in any jurisdiction where ilhas not heretofore 
been qualified. The expenses in connection with any registration under this paragraph, including 
without limitation, printing costs and fees and disbursements of counsel and independent accountants 
shall be borne by NSMC, except that any underwriters’ discount and charges and applicable reg¬ 
istration fee under the Act, allocable to Stockholder, and counsel fees and expenses of the Stock¬ 
holder, shall be borne by the Stockholder. NSMC shall not be required to maintain a current 
prospectus more than six months (or such longer period as may be mutually agreed upon) after 
the date of filing any registration statement pursuant to this paragraph 12. NSMC shall furnish 
Stockholder with as many copies of the prospectus as Stockholder may reasonably request. 

(e) Notwithstanding the foregoing provisions of this paragraph 12 the Stockholder agrees that 
he will not dispose of any shares of NSMC Common Stock if in the opinion of NSMC’s independent 
public accountants, Peat, Marwick, Mitchell & Co., such disposition will result in the accounting 
treatment of the transaction contemplated by this Agreement being other than at least fifty percent 
a “pooling of interests”. * 

13. The representations, warranties and agreements of the parties made herein shall survive the 
consummation of the transactions contemplated by this Agreement and shall remain in full force and 
effect thereafter. 

14. Any notice of communication required or permitted hereunder shall be sufficiently given if sent 
by first class mail, postage prepaid, and if to Mil or the Stockholder addressed to 201 East 42nd 
Street, New York. New York 10017 with a copy thereof to Messrs. Gifford, Woody, Carter & Hays, 
One Wall Street. New York, New York 10005; and if to NSMC, addressed to it at 345 Park Avenue, 
New York, New York 10017, marked for the attention of the Secretary, with a copy thereof to Messrs. 
White & Case, 14 Wall Street. New York, New York 10005. 

15. This Agreement and the rights of the Stockholder hereunder may not be assigned (except by 
operation of law) and shall be binding upon and shall inure to the benefit of the parties hereto and 
successors of NSMC and to the successors and legal representatives of the Stockholders. 

16. This Agreement and the Exhibits hereto and the documents delivered pursuant hereto con¬ 
stitute the entire agreement and understanding among the Stockholder, Mil and NSMC and supersedes 
any prior agreement and understanding relating to the subject matter of this Agreement. 

. Yjss) 
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17. This Agreement may be executed simultaneously in two or more counterparts, each of which 
shall be deemed an original and all of which together shall constitute but one and the same instrument. 

18. Whether or not the transaction herein contemplated shall be consummated, NSMC will pay 
the fees, expenses and disbursements of NSMC and its counsel in connection with the subject matter 
of this Agreement and any amendments thereto a..^ all other costs and expenses incurred by NSMC in 
performance and compliance with all conditions to be performed by it under this Agreement. The 
Stockholder will pay the fees, expenses and disbursements incurred by the Stockholder in connection 
with the subject matter of this Agreement and any amendments thereto and all other costs and expenses 
incurred by them in performance and compliance with all conditions to be performed by them under 
this Agreement. 

19. This Agreement shall be construed and interpreted in accordance with the laws of the State of 
New York. 

20. Anything herein to the contrary notwithstanding and notwithstanding any shareholder vote of 
approval of this Agreement and the merger provided herein, this Agreement may be terminated and 
abandoned by mutual consent of the Board of Directors of both NSMC and Mil at any time prior to 
the Effective Date. 

In Witness Whereof, Mil and NSMC have caused their corporate names to be hereunto sub¬ 
scribed and their corporate seals to be hereunto affixed by their officers thereunto duly authorized the 
day and year first above written. 


[Corporate Seal] 


Attest: 

s/ John Glandon Davies 
Secretary 


National Student Marketino Corporation 

By s/ Cortes W. Randell 

President 


Attest: 

Carmine Corbo 

Secretary 

Confirmed and Agreed this 
8th day of August, 1969. 

The Stockholder 

George W. Schiele 
George W. Schiele 


Mil Services, Inc. 

By George W. Schiele 
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EXHIBIT A 


ARTICLES OF MERGER 

Pursuant to Sections 68 and 71 of tne District of Columbia Business Corporation Act, the unde - 
signed hereby certify: 

1. A conformed copy of the Agreement and Plan of Merger between National Student Marketing 
Corporation (“NSMC”) and Mil Services, Inc. (“MII”) dated August 8, 1969 is attached hereto as 
Exhibit A and incorporated herein by reference. 

2. The authorized capital stock of NSMC consists of 3,000,000 shares of Common Stock, par 

value $.025 per share, o f which shares are issued and outstanding. 

3. The authorized capital stock of MII consists of 200 shares of Common Stock, without par 
value, of which 40 shares are issued and outstanding. 

4. The shareholders of NSMC, a District of Columbia corporation, approved and adopted the 

Agreement and Plan of Merger at a Special Meeting of Shareholders held on , 1969. The 

results of the vote were as follows: 

For the Plan Against th« Plan 

Shares Shares 

5. The shareholder of Mil, a New York corporation, approved and adopted the Agreement and 
Plan of Merger by unanimous written consent. 

In Witness Whereof, these articles have been signed this day of , 1969. 

National Student Marketing Corporation 

[Corporate Seal] 


Attest: 


By . -rr.. 

President 


Secretary 


[Corporate Seal] 


MII Services, Inc. 


Attest: 


By 


President 


Secretary 
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CERTIFICATE OF MERGER 

OF 

Mil SERVICES, INC. 

AND 

NATIONAL STUDENT MARKETING CORPORATION 

INTO 

NATIONAL STUDENT MARKETING CORPORATION 

(Under Section 907 of the Business Corporation Law) 


The undersigned hereby certify: 

1. The name of the constituent corporation to be merged is Mil Services, Inc. (“MU") and the 
name of the surviving corporation is National Student Marketing Corporation (“NSMC”). 

2. The outstanding capital stock of NSMC consists of 3,000,000 shares of voting Common Stock, 
par value $.025 per share. The outstanding capital stock of Mil consists of 200 shares of voting 
Common Stock, without par value. 

3. The Agreement and Plan of Merger was approved by the Board of Directors of Mil at a 

meeting held on , 1969 and authorized by the holder of all of the outstanding shares 

of Mil by unanimous written consent adopted in lieu of meeting. 

4. The Agreement and Plan of Merger was approved by the Board of Directors and the Share¬ 
holders of NSMC in compliance with the applicable provisions of the laws of the District of Columbia. 
The laws of the District of Columbia permit the merger herein effected. 

5. The Certificate of Incorporation of Mil, a domestic corporation, was filed by the Department of 

State on . NSMC, the surviving corporation, was incorporated under the laws of the 

District of Columbia on May 20, 1966. It filed its application for authority to do business in the State 
of New York on April 3, 1968. 

6. NSMC hereby agrees that NSMC may be served with process in New York in any action or 
special proceeding for the enforcement of any liability or obligation of any constituent corporation 
previously amenable to suit in New York and for the enforcement under the Business Corporation 
Law of the right of shareholders of any constituent corporation to receive payment for their shares 
against NSMC as the surviving corporation. 

7. NSMC agrees that subject to the provisions of Section 623 of the Business Corporation Law, 
it will promptly pay to the shareholders of Mil the amount, if any, to which they shall be entitled under 
the provisions of the Business Corporation Law relating to the rights of shareholders to receive payment 
for theit shares. 

8. NSMC hereby designates the Secretary of State as its agent upon whom process against it may 
be served in the manner set forth in paragraph (b) of Section 306 of the Business Corporation Law 

1 
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EXHIBIT C 


ESCROW AGREEMENT 

AGREEMENT, dated as of , 1969 among National Student Marketing Corporation, 

a District of Columbia corporation (“NSMC”); George W. Schiele (the “Stockholder"), the holder of 
all of the outstanding capital stock of Mil Services, Inc., a New York corporation (“Mil"); and First 
National City Bank, New York, New York (the “Escrow Agent”). 

Whereas, Mil has this day merged with and into NSMC pursuant to an Agreement and Plan of 
Merger and whereas the agreement reflecting such transaction provides that a portion of the shares of 
NSMC Common Stock received by the Stockholder be delivered to and held by the Escrow Agent subject 
to the terms and conditions of an Escrow Agreement; and 

Whereas, the parties hereto have agreed upon and wish to set forth herein the terms and conditions 
of said Escrow Agreement with respect to the shares of NSMC Common Stock to be so delivered to and 

held by the Escrow Agent: 

Now, Therefore, it is agreed as follows: 

1. Escrow Agent. The Escrow Agent has agreed to act as such Escrow Agent in furtherance of the 
provisions of an Agreement and Plan of Merger, dated August 8, 1969 (the "Merger Agreement”), 
among NSMC, Mil and the Stockholder, upon the terms, conditions and provisions provided in this 
Escrow Agreement. 

2. Escrow of .V SMC Shares The Stockholder hereby designates and appoints First National 
City Bank, New York, New York, as Escrow Agent to serve in accordance with the terms of this 
Escrow Agreement. The Stockholder hereby agrees to deposit in escrow with the Escrow Agent on 
the Effective Date provided for in the Merger Agreement the shares of NSMC Common Stock, par 
value $ 025 per share, listed opposite his name on the signature page hereto (the "Escrowed Shares”) 
issued and delivered by NSMC to such Stockholder on such Effective Date; such shares are represented 
by stock certificates registered in the name of the Stockholder and accompanied by stock powers duly 
signed in blank, with signature guaranteed by a bank, trust company or member firm of the New York 
Stock Exchange. 

3. Purpose of the Escrow, (a) To the extent herein provided, the Stockholder will indemnify 
and hold harmless NSMC against and in respect of any “Loss" (as defined in this paragraph 3) which 
is certified to the Escrow Agent in accordance with paragraph 4 hereof. The Escrowed Shares shall, 
subject to the terms and conditions of this Escrow Agreement, be applied to indemnify and hold harmless 
NSMC against and in respect of the entire amount of such Loss. As used in this Escrow Agreement, 
the term “Loss” shall mean the amount of any loss, liability or reasonable and actual expense incurred 
by NSMC as a result of any misrepresentation or breach of warranty of Mil or the Stockholder con¬ 
tained in the Merger Agreement. 

4. Certification of Loss to Escrow Agent. 

(a) If NSMC is of the opinion that any Loss has occurred, and desires to have Escrowed 
Shares applied thereto pursuant to this Escrow Agreement, NSMC shall promptly so notify the 
Stockholder in writing at the address provided in paragraph 13 hereof and shall transmit a copy of 
such notice to the Escrow Agent. Any such notice shall contain a detailed statement specifying the 
circumstances and computation of such asserted Loss. Notice of any Oaim of Loss with respect 
to the Escrowed Shares must be given on or prior to December 31, 1971. 

(b) The amount of any Loss asserted by NSMC by notice given pursuant to subparagraph 
4(a) hereof and the number of Escrowed Shares, if any, to be returned to NSMC pursuant to 
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in any action or special proceeding described in paragraph 6 hereof. The Secretary of State shall 
mail a copy of any such process to the following address: 

National Student Marketing Corporation* 

345 Park Avenue 

New York, New York 10017 

9. The Plan of Merger has not been abandoned. 

Dated: , 1969. 

National Student Marketing Corporation 

By. 

President 

By..;V.. 

Secretary 

Mil Services, Inc. 

By. 

President 

By. 

„. Secretary 

1 

[Verification] 
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paragraph 5 hereof shall be certified to the Escrow Agent in writing jointly by NSMC and the 
Stockholder if they agree on said amount and number, but if they cannot so agree within a period 
of 30 days after notice is given pursuant to subparagraph 4(a) hereof, either NSMC or the Stock¬ 
holder shall be entitled within 30 days after such notice to direct submission of the matter in 
disagreement to arbitration in accordance with the rules and regulations of the American Arbitration 
Association. NSMC and the Stockholder shall promptly notify the Escrow Agent of such sub¬ 
mission to arbitration. As promptly as possible thereafter the arbitrator(s) shall certify to the 
Escrow Agent, and to NSMC and the Stockholder that there is no Loss, or, if there is a Loss, the 
amount thereof and the number of shares to be returned to NSMC pursuant to paragraph 5 here¬ 
of. Such certification shall contain a detailed statement specifying the circumstances and com¬ 
putations of any Loss. The determination of the arbitrator(s) as to the amount of the Loss and 
the number of Escrowed Shares to be returned to NSMC, if any, shall be conclusive and binding 
upon the Stockholder and NSMC. Such determination may be deferred pending the time when 
any Loss which is uncertain or contingent becomes fixed. The expenses of each party, including 
legal and accounting fees, if any, with respect to any disagreement hereunder shall be borne by 
such party If the matter is submitted to arbitration, the arbitrator(s) shall designate the party 
or parties to bear the other expenses of such determination and/or the respective amounts to be 
borne by each. 

(c) In connection with any asserted Loss, NSMC will make available to the Stockholder, his 
counsel and accountants such records as he may reasonably request pertaining to such asserted Loss. 

5. Number of Shares Returnable to NSMC in the Event of Loss. 

Upon determination pursuant to the provisions of paragraph 4 hereof of the amount of any Loss, 
such amount shall be divided by the then market price of the shares, which shall be determined by the 
average of the bid prices of NSMC Common Stock on the over-the-counter market as reported by the 
National Quotation Bureau Incorporated for the 30 business days prior to the time of determination or if 
the NSMC Common Stock shall be at the time listed on a national stock exchange then the mean average 
of the closing prices of such stock for the 30 trading days prior to the time of determination and the 
resulting figure (rounded to the nearest whole number) shall be the number of Escrowed Shares to be 
returned to NSMC in respect of such Loss pursuant to the provisions of this Escrow Agreement (the 
‘Returned Shares”). 

6. Delivery of Escrowed Shares to Stockholder; Return of Escrowed Shares to NSMC. 

In the evfcnt that the Escrow Agent shall not have received on or prior to December 31, 1971 a copy 
of any notice of a Loss asserted by NSMC pursuant to the provisions of paragraph 4 hereof (which Loss, 
if a Loss is asserted, has not been satisfied prior to such date), then promptly after such date the Escrow 
Agent shall deliver the Escrowed Shares to the Stockholder. In the event that NSMC shall assert any 
Loss hereunder on or prior to December 31, 1971, then the Escrow Agent shall deliver to the Stockholder 
only the number of Escrowed Shares in excess of the number of shares claimed by NSMC. Promptly 
following the making of the final computation pursuant to paragraph 5 hereof and the certification thereof 
to the Escrow Agent pursuant to subparagraph 4(b) hereof, the Escrow Agent shall deliver to NSMC, for 
immediate cancellation only, the Returned Shares, and shall deliver to the Stockholder the balance of the 
Escrowed Shares. Such deliveries shall be effected by the surrender by the Escrow Agent to NSMC of 
the stock certificates then in its possession representing Escrowed Shares, accompanied by any stock 
powers pertaining thereto, whereupon NSMC shall promptly issue to the Escrow Agent a new stock 
certificate registered in the name of the Stockholder for the number of Escrowed Shares then remaining 
in escrow as reduced by the number of Returned Shares, and the Escrow Agent shall retain such new 
stock certificate subject to the terms of this Escrow Agreement. 

7. Adjustment in Shares to Reflect Stock Dividends, Split-Up or Other Recapitalization. In the 
event that, prior to any delivery of Escrowed Shares out of escrow by the Escrow Agent in accordance 

2 
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with the terms hereof, the outstanding shares of NSMC Common Stock shall have been, without new 
consideration, increased, decreased, changed into or exchanged for a different number or kind of shares 
or securities through reorganization, recapitalization, reclassification, stock dividend, stock split, reverse 
stock split, or other like changes in NSMC’s capitalization, then notice of such change will be given to the 
Escrow Agent and an appropriate and proportionate adjustment shall be made in the number and kind 
of shares of NSMC Common Stock to be thereafter delivered hereunder. 

8. Right of Stockholder to Defend Claims. The Stockholder shall at his expense have the oppor¬ 
tunity to be represented by counsel of his choice in connection with the defense of any action, suit, 
proceeding, demand or claim brought against NSMC in respect of which NSMC may be entitled to 
indemnification pursuant to paragraph 3 hereof. If the Stockholder elects to exercise this right and give 
notice to NSMC conceding NSMC’s right to such indemnification, his counsel shall have control over the 
prosecution of the defense of said action, suit, proceeding, demand or claim. If after such opportunity the 
Stockholder or his counsel does not participate in such proceedings, he shall be bound by the results 
obtained by NSMC. NSMC shall give prompt written notice of any such claim to the Stockholder at the 
address contained in the Merger Agreement. In connection with any defense or consideration of defense 
by the Stockholder of any claim referred to hereinabove in this paragraph, NSMC will make available 
to the Stockholder, his counsel and accountants such records as he may reasonably request pertaining to 
said claim. 

9. Voting Rights, Dividend, etc. Pending the delivery of Escrowed Shares out of escrow pursuant 
to the provisions of paragraph 6 hereof, the Stockholder may exercise all voting rights with respect to 
the Escrowed Shares and may receive the benefit of all dividends and other distributions with respect 
ihcreto, provided, however, that any shares which are issued as stock dividends or in a split-up or other 
recapitalization of NSMC with respect to Escrowed Shares shall be deposited by the Stockholder as 
additional Escrowed Shares. All dividends paid on Returned Shares shall be repaid to NSMC by the 
Stockholder. 

10. Fees. NSMC agrees to pay the Escrow Agent for its services hereunder such reasonable 
fee as may be customarily charged for such services by banks in New York, New York. 

11. Responsibilities of Escrow Agent. The acceptance by the Escrow Agent of its duties under 
this Escrow Agreement is subject to the following terms and conditions, which the parties to this Escrow 
Agreement hereby agree shall govern and control with respect to its rights, duties, liabilities and 
immunities: 

(a) The Escrow Agent shall act hereunder as depositary only, and it shall not be responsible 
or liable in any manner whatever for the computations to be made in accordance with the formula 
stated in paragraph 5 hereof nor for the sufficiency, correctness, genuineness or validity of any 
security deposited with it. 

(b) The Escrow Agent shall be protected in acting upon any written notice, request, waiver, 
consent, receipt or other paper or document furnished to it, not only as to its due execution and 
the validity and effectiveness of its provisions but also as to the truth and acceptability of any 
information therein contained, which it in good faith believes to be genuine and what it purports 
to be. 

(c) The Escrow Agent shall not be liable for any error of judgment, or for any act done or 
step taken or omitted by it in good faith, or for any mistake of fact or law, or for anything which 
it may do or refrain from doing in connection herewith, except its own negligence or misconduct. 

(d) The Escrow Agent may consult with, and obtain advice from, legal counsel in the event 
of any question as to any of the provisions hereof or its duties hereunder, and it shall incur no 
liability and shall be fully protected in acting in good faith in accordance with the opinion and 
instructions of such counsel. The cost of such services shall be added to and be a part of the 
Escrow Agent’s fee hereunder. 

Y<5lC3) 
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(c) The F sc row Agent shall have no duties except those which arc expressly set forth herein, 
and it shall not be bound by any notice of a claim, or demand with respect thereto, or any waiver 
modification, amendment, termination or rescission of this Escrow Agreement, unless in writing 
received by it, and, if its duties herein are affected, unless it shall have given its prior written consent 

thereto. 

12 Amendment and Termination. This Escrow Agreement may be amended or cancelled by 
and upon written notice to the Escrow Agent at any time given jointly by NSMC and the Stockholder, 
but the duties or responsibilities of the Escrow Agent may not be increased without its consent. 

13 . Notices. Any notices or other communications required or permitted hereunder shall be 
sufficiently given if sent by registered or certified mail, postage prepaid, if to the Stockholder ^dressed 
to him at his address as set forth on the stock transfer records by NSMC s Transfer Agent ^ * l CO ™ 
thereof to Messrs Gifford, Woody. Carter & Hays, One Wall Street, New York, New Yor \^° 5, 
if to NSMC addressed to it at 345 Park Avenue, New York, New York 10017, marked for the attention 
of the Secretary, with a copy thereof to Messrs. White & Case, 14 Wall Street, New or * e * " 
10005, and if to the Escrow Agent addressed to it at 399 Park Avenue, New Yor , e > 

for the attention of the Escrow Department; or in any case to such other address as shall be furnished 
in writing by such party. Such notices or other communications so given shall be deemed to have been 
given on the date so mailed. 

14 Parties in Interest. This Escrow Agreement shall be binding upon and inure *o the benefit 
of the respective heirs, legal representatives, successors and assigns of the parties hereto. 

15. Execution fiv Escrow Agent. The execution of this Escrow Agreement by the Escrow Agent 
shall constitute a receipt of the Escrowed Shares and shall evidence its acceptance and agreement to the 

terms hereof. 

Is Witness Whereof, the parties hereto have duly caused this Escrow Agreement to be executed 

as of the date first above written. 


National Student Marketing Corporation 


[Corporate Seal] 


By 


President 


Attest: 


Secretary 


[Seal] 


Attest: 


First National City Bank 


By 


Trust Officer 


Assistant Secretary 


4 (ac.4) 
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Stockholder 


George W. Schiele 




Number of 
NSMC Share* 
Placed la 
Escrow 


5 
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SCHEDULE I 

Rights of Dissenting Shareholders Under the 
District of Columbia Business Corporation Act 

§73. Rights of Dissenting Shareholders. —(a) If a shareholder of a corporation which is a 
party to a merger or consolidation shall file with such corporation, prior to or at the meeting of share¬ 
holders at which the plan of merger or consolidation is submitted to a vote, a written objection to such 
plan of merger or consolidation, and shall not vote in favor thereof, and such shareholder, within 
twenty days after the merger or consolidation is effected, shall make written demand on the surviving 
or new corporation for payment of the fair value of his shares as of the day prior to the date on 
which the vote was taken approving the merger or consolidation, the surviving or new corporation shall 
pay to such shareholder, upon surrender of his certificate or certificates representing said shares, such fair 
value thereof. Such demand shall state the number and class of the shares owned by such dissenting 
shareholder. Any shareholder failing to make demand within the twenty-day period shall be bound by the 
terms of the merger or consolidation. 

(b) If within thirty days after the date on which such merger or consolidation was effected the value 
of such shares is agreed upor between the dissenting shareholder and the surviving or new corporation 
payment therefor shall be made within ninety days after the date on which such merger or consolidation 
was effected, upon the surrender of his certificate or certificates representing said shares. Upon payment 
of the agreed value the dissentjng shareholder shall cease to have any interest in such shares or in the 
corporation. 

(c) If within such period of thirty days the shareholder and the surviving or new corporation do not 
so agree, then the dissenting shareholder may, within sixty days after the expiration of the thirty-day 
period, file a petition in any court of competent jurisdiction within the District of Columbia, asking for a 
finding and determination of the fair value of such shares, and shall be entitled to judgment against the 
surviving or new corporation for the amount of such fair value as of the day prior to the date on which 
' te was taken approving such merger or consolidation, together with interest thereon at the rate of 
5 per centum per annum to the date of such judgment. The judgment shall be payable only upon and 
simultaneously with the surrender to the surviving or new corporation of the certificate or certificates 
representing said shares. Upon payment of the judgment, the dissenting shareholder shall cease to have 
any interest in such shares or in the surviving or new corporation. Such shares may be held and disposed 
of by the surviving or new corporation as it may see fit. Unless the dissenting shareholder shall file such 
peti on within the time herein limited, such shareholder and all persons claiming under him shall be bound 
by the terms of the merger or consolidation. 

(d) The right of a dissenting shareholder to be paid the fair value of his shares as herein provided 
shall cease if and when the corporation shall abandon the merger or consolidation. 


* 
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PROXY 

NATIONAL STUDENT MARKETING CORPORATION 

This Proxy Solicited by Management for a 
Special Meeting of Stockholders, October 8, 1969 

. Jhe undersigned hereby appoints CORTES W. RANDEll and JOHN G. DAVIES, and each ot them, his attorneys and proxies, each with lull powc' ot 
substitution and revocation, for and in his name, place and stead, to vote all of the Common Stock of National Student Marketing Corporation which 
L h f “ nd u rs '* nf . d * entitled to vote at the Special Meeting of Stockholders of the Corporation to be held at the Jefferson Room of the Washington 
Hilton, Hotel, 1919 Connecticut Avenue, N. W Washington, 0. C. on October 8, 1969, at !0:00 a.m., Washington, 0. C. time, and at any adjournment 
or adjournments thereof, with all the powers the undersigned would possess if personally present upon the proposals set forth below, and upon suoh 
other business as may come before the meeting As to the following proposals, each fully described in the Proxy Statement and Notice for the Meeting, 
receipt of which is acknowledged, said proxies shall vote as indicated upon: 

P AGAINST □ (1) Amendment to the Corporation's Articles of Incorporation to reduce the par value of the Common Stock from ) 025 

to *.01 per share and to increase the number of authorized shares of Common Stock from 3,000,000 to 7,500,000 shares, each of the par value ot * 01. 

tot □ AGAINST Q (2) Adoption of the Employees’ Qualified Stock Option Plan (1969). 

f0 *P AGAINST □ (3) Approval of an agreement providing for the merger of Interstate National Corporation with and into NSMC r J 

authorization of officers of the Corporation to take any further action necessary or advisable to make such merger effective. 

I” P ■ P A *i2 r ? 1 v * 1 of agreements providing for the mergers of Five-Dollar-A-Dav Tours, Inc., Frommer Pasmantier Publish ng 

S Mjr , CI Ml11 *: ,K - International, Inc and Mil Services. Inc. with and into NSMC and authorization of officers of the Corpora 

tion to take any further action necessary or advisable to make such mergers effective. 


< 
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(5) Such other business as may properly come before the meeting. 

Management and the Board of Directors recommend i favorable vote on all four proposals. This Pmy will be rated hi accordance with the above 
iestrectiees, bet where ee indication Is give* It will ba rated FOR all proposals. This Proxy revokes any proxy or proxies heretofore given in respect to 
the shares covered hereby. 

Dated:---- 1969 


Tur sipitnrn null mnr tiKtlf n ji»r aiai 
■M»i tail ernxy cave, will |I|*||| in i Mnciarf 
v rtnitiinUtirt cn#Kitj, |luu |in rw Inti tilii 
ti 1X0. CnienratiNf Blit up tj M ■nttuiine nWcn. 
Inilt nvnnri Hull met lip ItMHrtlf. 


(Be sore to SIGN, DATE and PROMPTLY RETURN this Proxy in the enclosed envelope.) 
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INTERSTATE COPY OF PROXY DRAFT (8/14/69) 

NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF EARNINGS 

The following consolidated statements of earnings of National Student Marketing Corporation and subsidiaries, insofar 
as it relates to the three years ended August 31, 1968 has been examined by Peat, Marwick, Mitchell & Co., independ¬ 
ent certified public accountants, whose report is based in part on the reports of other auditors, as set forth in such reports . 
included elsewhere in this Proxy Statement. With respect to the nine month periods ended May 31, 1968 and May 31, 
1969, which are unaudited, the management of the company believes that all adjustments (none of which were other than 
normal recurring accruals) necessary to a fair statement of the results for such interim periods have been included. The 
consolidated statements of earnings should be read in conjunction with the consolidated financial statements and related 
notes thereto appearing elsewhere in this Proxy Statement. 

Nine months 

Year ended August 31, (note A) ended May 31, (note B) 


, (unaudited) 

19ti4 1965 

Net sales: 

Services $ $ 

Sales of products 

Cost of sales: 

Services 

Sales of products 

• Gross profit 

Selling, general and administrative expenses 

Operating profit 
Interest expense 

Earnings before income taxes 
and extraordinary credit 

Provision for taxes on income: 

Federal and state^currently payable 
Federal and state—deferred 
Canadian—currently payable 

Earnings before extraordi¬ 
nary credit 

Extraordinary credit—Federal income tax 
reduction: 

Carryforward of prior years operating 
loss 

Reduction of deferred tax liability for 
tax effect on net operating loss 
carryforwards to future periods 

Total extraordinary credits 
Net earnings 

Average shares of common slock of the 
company outstanding during each period 
(note D) . 

Per average share of common stock (note 
D): 

Net eamings before extraordinary 
credit 

Extraordinary credit 
Net earnings 



(audited) 


(unaudited) 

1966 

1967 

1968 

1968 

1969 

$1.661,956 

$3,448,371 

$ 5,799.644 

*/,V2? Uio 

$ V,3 W138 

996,218 

2,204,489 

5.508.766 

3 in'Wo 


2,638,174 

5,652,860 

11.308,410 

VSiloto 

11^2^8 77 

1,237,530 

2,440,449 

3,942,680 

7,5 f, 1.1*1 

2,0 2 0' LSi 

523.203 

833,310 

3,262,204 

1 7*1*? 31* 


1,782,733 

3,273,759 

7,204,884 

a, s o o i *? 

0, 6- i 7, 7 2 l 

875,441 

2,379,101 

4.103.526 

2, OM 0U » 

5, 15 7,‘fS« 

752,967 

1,673,178 

2,850,520 

1, \1l , VV4 

3,f5 

122,474 

705,923 

1,253,006 


1,307 VS 3 

5,590 

18,825 

35,156 

to, ^ 97_ 

pi5. 3 b 

116,884 

687,098 

1,217,850 

7 f 1,430 

1,087, S38 

29,935 

261,883 

397,451 

' 30iSl7 


12,000 

41,000 

241,769 



— 

5,580 

21,620 

— 


41.935 

308,463 

660.840 

~30<, S 77 

' o O 

74,949 

378,635 

557,010 

^75 oil 

SI/. 37S 

600 

A 

7,000 

10.700 

—- 

— 

__ 


188.750 

_— 

*117 

600 

7,000 

199,450 


*.37 7 “*■ 

$ 75.549 

$ 383,635 

$ 756.460 

mi oi* 

fir*' 7/0 

1,970,000 

2,378,000 

2,608,500 

2,<1 73 00 7 

1,2*0 777 


.038 

.159 

.213 


. /*is 

— 

002 

.077 

• 

,n 5 

^038 

361 

.290 

775 
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NATIONAL STUDENT MARKETING CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED STATEMENT OF EARNINGS—(Concluded) 

is best matched against costs directly connected with the production of this income by recording the estimated 
gross profit based on the percentage of time incurred to the total estimated time to be incurred by the 
employees in development of the over-all program for the client. Accordingly, commencing in 1968 all such 
programs have been accounted for on this basis upon obtaining a client commitment. 

(C) Retroactive adjustment was made in the consolidated statement of earnings for the year 1968 for certain 
contract losses and for recognition of effect on deferred taxes of related net operating loss carryforwards. The net 
effect of the retroactive adjustment was a $21,000 decrease in net earnings for the year 1968. 

(D) The average number of shares outstanding during each year has been adjusted: (1) for the stock split 
described in note 8 to the consolidated financial statements (2) to include the equivalent of the number of shares of 
common stock outstanding of companies acquired in certain transactions accounted for as poolings of interests and 
(3) to give effect to exercise of all outstanding stock options. 

f 

(E) Net sales and earnings as originally reported to stockholders in the annual report for the years 1967 and 1968 
and original prospectus for the year 1966 and the amounts as shown in the summary of earnings in this proxy statement 
are reconciled as follows: 




1966 

1967 


1968 

Net sales: 

Originally reported 


$ 573,259 

$2,386,500 

$ 

4,989,446 

Retroactive adjustment for contract losses 
Pooled companies reflected retroactively 

(note C) 

2,084,915 

$2,658,174 

3,266,360 

$5,652,860 

(70,200) 

6,389,164 

$11,308,410 

Net earnings (loss): 

Originally reported 


(4,510) 

168,6; 6 


388,031 

Retroactive adjustment for contract losses 

(note C) 

. ,. — 

— 


(21,000) 

Pooled companies reflected retroactively 


80,059 

217,019 


389,429 

Per summary of earnings 


$ 75,549 

$ 385,635 

$ 

756,460 


< 
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NSMC FINANCIAL REPORT FOR NINE MONTHS ENDING 5/31/68 



SERVING THE 


r OV TH MAR^ 

FINANCIAL 

REPORT 


NINE MONTHS 1967-1968 



IMPORTANT DEVELOPMENTS 

• Sales for nine months up 65% to $3.3 million 

• Net earnings more than doubled to $288,390 or 41t per share. 

• Acquisition of Shaffer Enterprises Inc. 

• Agreement for acquisition of Compujob Inc. 


• Establishment of DECA division in NSMC. 
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Report to Stockholders 

We are pleased to report that your company has 
continued its rapid growth and expansion with a major 
increase in sales and earnings for the nine months period 
ending May 31, 1968. We had set a goal of 40<t a share for 
net earnings for our fiscal year ending August 31,1968. We 
have exceeded that goal in the first nine months of 
this year. 

Sales rose from $2,014,485 for the first nine 
months of 1967 to $3,318,142 for the same period this 
year. This was an increase of $1,300,000 for this period. 
Operating revenues climbed from $1,254,045 for the 
nine month period in 1967 to $1,952,520 for the 1968 
period or an increase of nearly $700,000. 

Net income for the nine months period totaled 
$288,390 as compared with $118,456 for the similar period 
of 1967. During this same period per share earnings were 
41c compared with 18c in 1967. 

The financial statement in this report reflects the 
acquisition of Shaffer Enterprises, Inc. of Kansas City, 
Missouri, which has just been completed. 

On July 31,1968, your company had 165 full time 
employees. Our field staff will be increased this fall with 
40 men working in the field and 700 representatives at 
college campuses throughout this country and Canada. 

NSMC has recently opened another office in San 
Francisco and a second office in Boston in the Prudential 
Building. NSMC is now maintaining a total of eleven 
offices in the United States and Canada. 

NSMC has employed top flight executives and 
salesmen for the various offices. These are experienced 
businessmen who have a reputation for producing and 
they are living up to that reputation since teaming up 
with our organization. By establishing offices in various 
cities in this country and Canada, we are bringing ou/ 
people closer to clients in these respective areas ant^ 
making our company a part of the local community. 

Our growth and expansion has been such that it 
has been difficult to match our office space with the 
growing number of employees. In Washington we now 
occupy a major part of the top floor of the new office 
building at 1100 Connecticut Avenue, N.W. In New York 
City we have already outgrown our office quarters which 
we occupied in January of this year and have recently 
occupied approximately half of the 35th floor of the 
Time-Life Building in Rockefeller Center. 

Many stockholders have inquired as to papers 
carrying quotations on our stock. We have been advised 
by the Quotation Bureau of the National Association of 
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Security Dealers that NSMC stock has been approved for 
weekly quotation coverage in the major New York 
newspapers beginning August 12,1968. 

NSMC has received excellent publicity in the 
National News Media. Articles covering operations of 
your company have appeared recently in a number of 
leading national magazines - The Post, April/May, 1968, 
Time, May 31, 1968; Marketing Communications, July 
1968; and Forbes, August 1, 1968. There have also been 
news items in the Wall Street journal. These articles have 
created added interest on the part of many companies 
who have contacted NSMC seeking ways and means to 
reach the youth market with their products. 

In our letter to our stockholders - June 21 £ we 
mentioned that it was our company's policy to be aware 
of attractive opportunities for continued growth through 
acqu'sitions as well as internal development. 

In this connection NSMC has recently acquired 
Shaffer Enterprises, Inc. of Kansas City, Missouri on 
an exchange of stock basis. Shaffer Enterprises Inc. is the 
largest list company in the country. The business has 
increased approximately 30 percent in the past two years 
and their sales of lists this year are running 20-25 per cent 
over last year. Shaffer has estimated sales this year of 
approximately 41,000,000 and earnings of $90,000 after 
taxes. Shaffer Enterprises has been in operation about 
20 years. It leases a three story office building in Kansas 
City and employs 65 people. Like National Student 
Marketing Corporation, its operations are computerized. 

Your company, through its subsidiary, Collegiate 
Advertising, Ltd., is a majority stockholder in International 
Record Corporation Ltd., a record processing company 
which has been organized in Vancouver, B.C., Canada. 
This company will process records primarily for the 
Canadian market. A survey of the Canadian market for 
records indicates a real potential to develop a record 
industry in our neighboring country to the North which 
would have a competitive advantage in freight, duty and 
delivery. The plant is expected to be in operation this 
October. 

We have tried to set forth in this statement some 
of the important projects of NSMC and outline some of 
the basic reasons why we believe the future growth of 
your company is assured. 



August6, 7968 


Cortes W. Randell, President 
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NATIONAL STUDENT MARKETING CORPORATION 


/ 


Consolidated Statements of Income (Note A) 

Nine Months Ended 



May 31, 


1968 

1967 


(unaudited) 

(unaudited) 

Gross volume from services and products 

$3,318,142 

$2,014,485 

Operating revenues 

1,952,520 

1,254,045 

Operating costs and expenses 

993,312 

724,253 

Sales, general and administrative expenses 

_491,253 

340,163 

Operating income 

467,955 

189,629 

Interest expense 

5,859 

5,063 

Income before income taxes and 



extraordinary items 

462,096 

184,566 

Provisions for income tax (B) 



Current Income Tax 

52,206 

43,610 

Deferred Income Tax 

121,500 

_27,000 


173,706 _70,610 


Income before extraordinary item 
Extraordinary item: Federal income tax 


288,390 


113,956 

reduction from carry-forward of prior 
years' operating losses 




_4,500 

Net income 

$_ 

288,390 

S 

118,456 

Per share of common stock (Note C): 

l 




Income (before extraordinary item) 

$ 

.41 

$ 

.17 

Extraordinary item 




.01 

Net income 

i 

.41 

$ 

.18 


Noln to Contoiidilcd Sutrmonti o( Income 
f of Tho Nino Month, Ended Mo, 31, ISM ond 1M7 

IA) Tho contolidolod ttalrmenl ol income lor tho nine month, endod May 31, ISM and 1M7 repretenti 
the conwlidotion oi the remit, oi operation, ol National Student Marketing Corporation 
and mbudtarte, and Include, Shelter Enterprhet, Inc. recently acquired 

(•) Proairion, lor U.S. Income Tea Include, Surtai which amounted to It per dure. 

(Cl Per thare computation, lor the nine month, ended May 31, ISM and 1S*7 hare been computed 
on an average ol 70S.M0 and MS.M0 there, respectively, and gieee eft Oct to all dock 
tranaacliom arWne Irom the acquisition ol the corporate subsidiaries. 


17SC3 
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Mr. Shaffer of Shaffer Enterprises reviewing the beginning of our IBM 
printouts of Cheshire labels fanfold type covering a portion of a two 
million name order. 

New Offices in Kansas City Highlight 
NSMC Expansion Program 


NSMC is pleased to an¬ 
nounce an agreement in principle 
for the acquisition of Compujob 
Inc., which will make use of its 
computors to assist employers in 
hiring the best qualified gradu¬ 
ating seniors from colleges all over 
the country. Through its national 
system of representatives, NSMC 
will distribute questionnaires 
which college seniors will com¬ 
plete. These are in turn matched 
weekly with employer require¬ 
ments for college graduates. The 
system is an efficient method for 
large companies to screen out 
potential employees matching 
graduating college seniors by 
computer. It is hoped that infor¬ 
mation on 60,000 graduating 
college students will be computer¬ 
ized and matched with specific 
requirements of participating 
employers by this fall Although 
this Compujob program has just 


started, a number of large com¬ 
panies have contracted for this 
service. Clients to date include 
Mobile Oil, Continental Can, 
Seagrams and Metropolitan Life 
Insurance Co. Belding Hemingway 
and Allied Chemical have also 
engaged Compujob in recruiting 
their employees. 

Shaffer Enterprises Inc. 
compiles each year the names and 
addresses of some 3,000,000 
students from vocational schools 
and high schools and has the only 
list of veterans available in the 
country. These lists are sold to 
various companies who use them 
in direct mailing. Since NSMC has 
a very large direct mailing business, 
Shaffer Enterprises is very impor¬ 
tant to your company operations. 

Recently NSMC has made 
another penetration in the Youth 
Market. NSMC has entered into a 






) 
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Our new New York Offices in Time- 
Life Building, Rockefeller Cenier. 


working arrangement with the 
national office of DECA clubs in 
high schools in a concerted effort 
to supplement the educational 
and motivational tools available to 
students in the areas of manage¬ 
ment merchandising and market¬ 
ing. These high school clubs will 
sell the products and services of 
NSMC to high school students 
similarly as the college represen¬ 
tatives sell the products and 
services of NSMC to college 
students. 

To carry out this program 
NSMC has established a division in 
the company. Educational Market¬ 
ing Services—headed up by 



One of twenty-nine company ware¬ 
houses stocked for full operations. 


Ronald Bishop, National DECA 
President 1964-1965. EMS projects 
will be competitive on a national 
level with valuable prizes awarded 
to the winning schools. To main¬ 
tain direct correlation with DECA, 
the president of NSMC was elected 
to the National Advisory Board 
of DECA. 

The EMS program is 
planned to be operational in 22 
states this fall with 4 additional 
states joining the program in 
December. EMS will involve 1,500 
sthools in supplementing educa¬ 
tional tools to 50,000 DECA 
students and providing marketing 
benefits to 1-1/2 million youth. 



NATIONAL STUDENT 

M A R K ETIN (i CO R PO R ATI ON 

“Jrrrinf Ihr ) uulh Markil” 

1100 Connecticut Avenu^rN W. 
Washington, D.C. 20006 



























GOVERNMENT'S EXHIBIT 65-2 


CHART 


NSM C 


1968 

CONSOLIDATED NET EARNINGS 


WITH UNBILLED 
ACCOUNTS RECEIVABLE 
AS REPORTED 
IN (G X 5) 


($65,347.00) 


WITHOUT UNBILLED 
ACCOUNTS RECEIVABLE 
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GOVERNMENT'S EXHIBIT 65-5 


CHART 


STATUS OF 1968 

UNBILLED ACCOUNTS RECEIVABLE AS OF JUNE 9,1969 
SUMMARY OF ENTRIES IN G x 3,13,15 

$1,740,850.00 r—-- 1 100% 


1,517,537.00 


1,173,876.00 


961,131.00 


BILLED 


$223,313.00 

(13%) 

INACTIVE 


$343,661.00 

(20%) 

“NO CONTRACT” OR " 

WRITE OFF” 

$212,745.00 

(12%) 


87% 


67% 


55% 


WRITTEN OFF 


$961,131.00 


( 55 %) 
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GOVERNMENT'S EXHIBIT 65-9 


CHART 


NAIKNSAL STVDf NT MAIUTIM. ITMIOUIION A NO MJMHMAOU.S 

'term to iwauMTU nNtwiu mmNn 

itaooOMl m m May 31. iMti 

• l HtMN ,* hlUMOKA 

Ikr .>«N*4«U*rU ImaoMioI u«inow> *M| Ikr «4 iK* «o4 A - iiM ii m' Ml inaikmI .»»»»• 

. -|>M> «aJ Wn Hw rl«NMirt lk* o>BM»h of H» I. w p m ' < ooaMom NyKotx.. I .4hm^ 

Wmiiwbi I Ij Ium *rr* .oamiiJ •* nyiy Hr I % «ftc*lor **■•• foot* < •*««»»«* farmed * «o**4i4i« n» Mat 
0**11 » •' »«4 *n on .4 Aosoo »l IMS wM ifcr oir i tw iM r.o »w ifci fH w i k«'Vii «t >mi .1 i*«« 

• Ilk .4 i*«n «*»ln n o*to4o4 m Ik* Mm *1 I*** k «^ n<«w<itO IhuoiW xt iiw ru i * 

I Mr Ii<m»I • mi*u*or> iMnakaMl h«Sr« Molnot « ••patkoa • Vp km roi Hm * in* 

'•Iif * k*J o>4 .uaaokdl .fr u l ni o* of Mat *1 I'M Mhl Hr ifenro m mini <i ,im «i iko «l*«r 

Nriixolii* olw n nw • otok* o Ike .lOkfoMwf <Umw« >4 m «if tor Mo m* •'•*• *• * >r'in* iuMioi 
M l ♦«- of o#oki uo Mrtirf toir <f irlOtd or« bo i*nlm«4< II* *n <-4n’ .4 i*o 

•rfui «a li»r MfM.umooi »•» « |.'l IW Joitm • o*« m my lor Ik* iro IkJ 

' iIinmM # <04* ; .fflMH KS*wj»oO*A klW Mr* 4>Mr<l •«. Ik* Ovl«f***0| ***Ah»I <4« lf lW » M' * Olltil 

.a.. • ••* iMr .4 o Mi m « .<OK«p« <4 kx«Mia| M> •« Jw>of > ^nilooi of tfcr** * y*« *0 «*«*«•*< ••• 

•sli»k • .« iKr . ■ ono«i»> oi . .onnkSolrU kukul »i .Wif l * •' nf l okrf *o OoOt 4 *> tkr .mn.4Mo»t J .wimro .4 


AUCHST 9,1H9 


V 


I 
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Government’s Exhibit 65-9 


N41KMSAL Situ* NT MAMLtllV. (OVINUTW4 AND HMWAIIh 

wto n> «MouoiTU) nNANri 4 i n»iu«Mi 

If.— * m to Ma? Jl. IW«I 

i i Ht<n . PititMtiih* 

I hr .y«H.4to|—4 ftto*—.al UsMUMIN* Ifcr '* 'A* i ****** •**•» *»• •«■«* 

««r.«« •«•••«•. Md Im«< torn IIh — «4 iK« .*•"*•«» > ‘ * 0 **U*» « 4 kr-“ 

*.*««• ••<«* IM fca.r si ^fii fn iT I \ *41 w »«*_)•■*—« < «***••»•« latmtJ • *»**!• *•* M«» 

iim •Ihk • .% -4 »#i .fVf*4«*r «« .4 II l«M m* 4 iht *****«M iKnn** •«« ifcrtHmr a«*»*J •• • '*•» 

ijtr I h. .4 IHM uMitn m -o*4r4 •« *r Ms* »l ••*** Mm— *1 '•**•**" 

I hr ..—»*-*»» I.«—I j mlsaliin iMtfWMul * .wpasitna — V**rtr*hrr I'M* • h ' - 

.■M. h~l *< ■ m — rO ■ •prt «t«—* m uf Ms* «l •-« «fc» 4...^—.! 'Arm* .* .*i*r*l «t ..*4 *t '*« ’-I* 

*» ikki>nl 4» —4* ! .fiuiA —■»»■** Ks»< *«« i— I«mJ r4 *> ifc» •*. ******* ■•** ****** <*> **sicmr**i. .« •.»•* « 
-*fc I— fN.4.4, .4 —«rrr*% A««(«fl tfl MIMM'H M..4J4**!* nprfsm-A n# ikrv "►•'*»••'*• «•• 

—I—Jr*! «<Nr « *»**«.-« -AofcAstrd Am— -i %!•*•*«»«. «* r.|4«—1 .• -4f 4 ».• IK. . .**.4 «!•'*.I .Mir— .4 


AUGUST 9,19S9 
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Government'8 Exhibit 65-9 


NATIONAL STUDENT M4UHIN. KNVOtATION AND HMDIAUU 

NOTta TO fOWUHttATTP mtANOAL HATUOn 

(L— mrni mm**, 31. IW) 

<ll Iuni# 

rw An*jh>*J *kk«k ifcr a4 dw . mU 4 * idwiA wi AH WkMrf^d mm 

>' wip—l KintAM Mkl IfWwiI*** k»«f taw eluiMutrd Tk aurmi ml Ik >. i»mm % I i« ■<— t C <AtaM* 
AAwihi. I hi lux iw (•••*1*4 *l iffioffuK l 4 4 m*m rf**4nii ( dtapM Iaw4 r *-nAn ■ Mm 
l**M *kkl ■« M *<i o^rr»1nc m of A »fwi <1 l<*M */v] ifc* wm liw i ihrtm • m Hm’rlrmt imiw4 •> uM M fkM 
in< T k> *..nvalt irf tfci« i«K4uo wi u.U m *i m tfw M«> It. It** uuw!4ji(4 luhv*l «jumw> 

Ik* i M<tH«4ury lMlllum.1 Vi4ra M^UU| ( orfPMni m IffMiN t IkM IKrt wh 

»4ui| fc*4 not ..^nmrrvrJ nfrrtU* m u< Mm *1 Mtd ik m»xww Umr* • cart«4 4 (of M ikt Aj« 

At 4rvi*rt « Mk : ccrli* MfMuHr* lux bm >^M«4r4 k »W fc. rf — <1 lusotl iM» wi a k.« 4 
tk* popiag <4 a*inoi» lOMxya o» «..*»«••?, A*.i-4«k0) zfmMmm ml ikin » jw4 uNMuin a< 

i«kl««4r4 i* ik« Kkoafaitun»ufc4«*r4 lukal iLiwm> m »pfaa>4 >■ mi a to ck« mrart limit «MM«a ml 
ramuft 
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GOVERNMENT'S EXHIBIT 65-10 
CHART 


DRAFT PROXY 6 » 17 * 

AUGUST 9,19(9 


N4TKXSU mOtNT MARKETING CORPORATION AND SC RSI DIARIES 

NOTH TO (V^OUDAIIO fTATl.Mf.NT Of fARNINQR—< C iataiii || 

r W« MWtol AfMMt (Mh Am#T C—wM »I* tar p n d l iaa at Mm rt— k» At ray at ad 

|rw prata ArH M *t ftmiijr W Uw twr w l It AH tatal MkMMl Mt It At Mrarvad V fl> 
n^«t)Mi m <i il fii tl «■ a*ar-ad prupraai tm. At (Mat AoatAt#). tnmmmna% a l«M ad ad 
popiat Ma haa — —tad lot aa taw Kata tyna bA« mm% • ckta aaHaal 


'( • i Mi i 

*•*».! Vm«( *aJ k« >i9« 
Im at (Sc xvotrua tiw 


— - f- «a *r OHM ttad tdtam d ttnar •« d» A* la afUa 

I «*ai aa drtcrratf n>a at i«Mtt art p m i ap law tarotaraatta TM aw 
a • t'lM InttMC a tm tm tar Mr ••• 


ha Vaa aiaatt I • tar Mr Wart fit 

r Mr r^aartrai at Mr a a ta ri rt Mm d 

aur.wrard tar at pata^ at awtt rad 


• Hi TV i>a*fi 

lr«>t<rt a ■>«< P *» Mr .»art tiat ta w. at tt aWtta t2l I 

oruaa a\l «Maada( rtf tomfmtm rpaat a oatat *a 
*i a* p•** rtftavi la «wi.nt at •> waarlai wad tpata 

• I I V Ur Mt • m nrp «> .ri pa lh irpawt tm aalMAn at Mr aaaarl itprm ta Mr *«t» IMT aatf !*•! 
aJ rrtpiKal p>Mfr>itr> f«a Ma >«rr IWt aatf Mr aa«aa a* Mat a Mr Uirar 9 d (ataf • M» f**"> 

in f .ta^Oatf i> fat 



IM 

If 

m* 

win 

(>«adh trp> rtatf 

limvrinr atfia iaaai tar caarrad baa «aaar C | 
futrt .tap ir rttaiit irtrtartaMf 

ft OIJR 

VXAtad 

ft l Ol.MI 

I1RSM 

MM.IM 


UlRlN 

IVOIM 

ftll.Mt.4M 

. —— -—if (Mat 

OrwoaalH lapartad 

lAMOl 

MMR 

VMtll 

f2lJtt 

NtM ■ iifar atawt urtatad) 

■wtM 

2IOI« 

*•*421 

fn ,rmr utf_ r 

• T1JR 


ft 'M.4* 



II 
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Government's Exhibit 65-10 


MlffllllJN 


MUST 9,1W9 


NATIONAL SIUMlUTT MAMUTINC 
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Government's Exhibit 65-10 




NATION A*. STUDENT MAKKETINC < OCrMLATtON AND SLWWABB 

NOTVS TO CONSOtJDAflD STATFMS.VT OS SA*?«^CS-— iCm****t 

m bcW malofeed ipinti iff.’! dirtvtJy tunnarteil n*9h the proA*cuow te tfcn ■“* ^ '*“**■■• ** “**"**"* 
gnat p*ofei or (fee prfcnuagr of I— .mMrvd to (fee WUl nbaiNd U—r to hr mamnod fey ** 

m ptorw m de I' l l if w i i of (he <w*r teJ popu■ for the cl— Airncit —ly. ■** ** 

progTMM Have hf— ACCOM— >d for on (ha bn— —» uiUi—ng a cha— «•—m— 

ill f oreiga uwly f uruw 

I hr «*erai.um u* No* hagland Tr.tcl C orpor.ina fa w%oilyo~*oA u+s*mn 4tvt*m* m 

iIm> pion seal emrm» roolw irnTr-iw" 1 ' •>> *hc coa— ol uuJ» p»o*t adtn abroad —mwii— r ara—rr 
ovoifeA (in h«fe echoed tindr—t Srtulli of opt i turns a ft actow—rd (or d—mg the smmmtt — —A ha — *t 
n«wJ> ruirtim air -oa|rtrlcJ and tendr-v iciu.n to .hr l mtrO Naan f on——J>. aU aoo- r and are 
drlrriad dwnng (hr few nine months o* tfer year A» a rmaK (fee ■■ nitiiai' ■ — " L " l> - ■■ 

woaiNoltdawd uitnrni of r«nu«|t mlwfe ant optiattorn at Ni» Tra—1 foryorraoa 

it l ».*».. lot iw It ' tan. 'ruaiol .n .«n*m .muncr. •> make ttto pitmlMmim •«» cun"* 

ucoon^ p.«u«ct Tta«« JO outer,*1 t»«i cl • itw» id wet .rvjtrmrul 

11)1 Net ukr -id nnar a <»i»m«Ur ictwtol u> uoUtahta. m Ita *—”‘l <«" "» '**’ * ■< '’** 

^j un«d..l »r~pai» l<> Ikmilllollli aMK c. ikon m Ihc o< “>i*r a tka a~> 

m rmookdrd at lalkoo* _- 


OrgmUy reported 

footed towpinn redacted lttroM»l(f 
Sri uatrmrm at enm- gi 
N« earDMgt - total 

Ongmaily '-toned 

Pouted oumpn—n redacted retroact—ely 

(Ft Naiwnai Nude— Mark rung t orpmatu— feat 
rl holder in cannecuan w»*h a rrurgaauaoan poor 


• uateme— at « 

!*«•«*» «*» (fen 

tsrr 

P<M> mtttmmt 

19-4 




* JTJ.Ut 

U.9SAM0 

$ 4 999 0* 


) ?Vt Igo 

*j«:.*4f 

UMII’I 

I9.452.ife0 

tll.94l.SS9 

(4.910) 

1*4.414 

94S43I 

tools 

JITjSI* 

149.121 

f M.Jtf 

1 M5.sys 

t 771.192 


fmml ant divide— fUfp lot 120.000 pate to (fee — ie 
(fee share* at ^emtmarn stock of the ton pany haefe—g 


rhe Company'* subsidiary. Impress*-* by M Inc JkJ m beg- lo sell prufem ««*• «** 7 °«- 

fore, vmce ihf f»ni fuU of operdiwm fhere -4* j -ihM-nial mcrrtv tn votes *** 

tear cfwlccl Auguvt W. 19*8 A» a reualf because of ihr refativefv lo- grow proA( marpn on these vntev 
.hKh ts thancltmiK .d Hit ikduury. Ihc cotl <d pf.»hkl ^ inciM««J (f* n«f to •» «*- 
p«ml Ui dn incrcda* in prodiAl tnlei lo M) f l trf unnl Oinnpdil) iklrt 

At ctpliineJ in notr B-J o) noitt 10 i.mtolidaicO tidirmcni id rimmp Jl imniio tnd cipcnto 
od ihc Comput t tubtHiian Sc« ( n(liinl I litel Cotjnaalnnt. art itclrrml dunn K Ihc tirti mnr nnallu 
of ihc )Cd> Ilkl jcuninl.il li* ilunn t Ihc IjU A 'd td'o" P<«' '*•*"»*' incfcjv.nl lohcumulll 

dunnf ihc Ijtc quarter id 100# J» compared lo Ihc hru nine moolh- .d thil «jr Honctci hecaunc ihc 
pcidii marpn id ihcv wilet it lover ihan ihc averafe id the .Jhci .ompamet included in ihc omotidJUd 
tiaicmen! .4 earning*, net earning tio nut reflect a pcufhwimrwte increase 

Dunng the vect-d and third gunners of I*** twent* three middle management pervmnef wrre 
hired Kah to viaKli.'e preNni uprraiiont and m ctpectalnin *»< future gro—ih The coal of eapandmg 
man.igeoKni fNrv.-«ne! akmg mlh micrrN cml of i?t*>.(NMi mc. rred ht hnrronmg IHii iM +hich 

<n« 11 h ni *«* used f*a ihe ac^uivitioo .*f Ciucvt Pac ai«J S2.W**«*W> tt» finance mtcrnaJ gromh had an 
adverse efleett on net rarninft (or the nine mtuuht coded May .'I IV<»^ 















N S M C CONSOLIDATED 1968 SALES PER NOTE D. 


FINAL PROXY G x 25 


(D) Net sales amt earnings as originally reported to stockholders in the annual reports for the years 1967 and 1968 
and original prospectus for the year 1966 and the amounts as shown in the statement of earnings in this proxy statement 
are reconciled as follows: 


Net sales: 

Originally reported 

Pooled companies reflected retroactively 
Per statement of earnings 


1966 

$ 573.259 
7.084.915 
S2.658.I74 


1967 

$2,386,300 

3.266,360 


$5,652,860 


1968 

$ 4.989.446 

6.552.449 

$11,541,895 



NOT DISCLOSED: 

OVER $1,000,000.00 OF N S 
1968 SALES ORIGINALLY 
REPORTED HAVE BEEN 
WRITTEN OFF. 


M C 


O 


3 


O 

o 


W f f-t 

z Pi 

*-3 
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U) 
tt 

H CO 
OB 
M 
►3 

cr» 

ui 
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$748,762.00 OF THESE SALES 
LOSSES ARE SUBTRACTED FROM 


POOLED COMPANIES, NOT 
FROM N S M C. 


N S M C CONSOLIDATED 1968 EARNINGS PER NOTE D, 

FINAL PROXY G x 25 


IJM 1967 m* 

Net earnings (loss) 

Originally reported (4.510) 168,616 388,031 

Pooled companies refected retroactively 80.059 .'-.17.019 5*5,121 

Per statement of earnings . . . J 75,549 S 385.635 S 773,152 

NOT DISCLOSED: 

($209,750.00) GROSS PROFIT WRITTEN OFF” 

$188,750.00 TAX CREDIT FROM OPERATING 
" LOSS CARRY FORWARD 

NET ($21,000.00) N S M C LOSS HAS BEEN 

SUBTRACTED FROM POOLED 
COMPANIES, INSTEAD OF 
FROM N S M C. 
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GOVERNMENT'S EXHIBIT 65-12 




















GOVERNMENT'S EXHIBIT 65-14 


CHART 

STATUS OF 1968 AND 1ST HALF 1969 
UNBILLED ACCOUNTS RECEIVABLE SALES AS OF 
AUGUST 18,1969. SUMMARY OF ENTRIES IN 


$3,347,775.00 


$2,489,501.00 

$2,366,495.00 

$2,055,523.00 


G x 3,13,15 


BILLED OR BILLED IN PART 

$858,274.00 

INACTIVE 

(26%) 

$123,006.00 

(4%) 

“BAD "OR “TO BE WRITTEN OFF" 
$310,972.00 (9%) 

WRITTEN OFF 

• 

$2,055,523.00 

(61%) 


100 % 


74% 

70% 

61% 





CLIENT 

AMOUNT 

MAY, 1969 REVIEW 

AUGUST, 1969 

REVIEW 

COMFORT LETTER 




SAIL accountant comment 

DATE 

ACCOUNTANT COMMENT 



BARNES HIND 

$22,400.00 

5/22 

J.S. 

DELETE 

8/15 

D.H.O. 

BAD 

— 


CAMPANA 

21,900.00 

5/22 

J.S. 

WRITE OFF 

8/15 

D.H.O. 

BAD 

• 


FABERGE 

53,775.00 

5/22 

J.S. 

NO CONTRACT 

8/15 

O.H.O. 

BAD 

• 


COSSARD 

53,775.00 

5/22 

J.S. 

NO CONTRACT 

B/15 

D.HjO. 

BAD 

• 


PACE 

14,492.00 

5/22 

J.S. 

WRITE OFF 

— 

_ 


• 

o 

sc 

•fc, 

CARNATION 

11,200.00 

5/22 

J.S. 

DELETE 

— 

— 

— 

mamm 

to 

*-3 

BARNES-HIND 

47,850.00 

— 

— 

— 

8/15 

O.H.O. 

BAD 

• 


BIZAAR 

5,580.00 

— 

— 

_ 

8/15 

D.H.O. 

BAD 

• 


EASTERN 

27,000.00 

_ 

__ 


8/15 

D.H.O. 

BAD 

— 


SCHICK 

30,000.00 

— 



8/16 

D.H.O. 

DUPLICATED 

• 


TANYA 

32,200.00 

_ 



8/15 

D.H.O. 

BAD 

— 



SUB TOTAL 320,172.00 

EASTERN SIS,152.00 S/15 D HO BOOKED 

TOTAL $ 839,324.00 
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NATELLI'S EXHIBIT Cl 



ONE PAGE OF DOCUMENTS USED IN PREPARATION OF MAY 31, 
1969 FINANCIAL STATEMENTS (ENTIRE DOCUMENT IDENTIFIED 


*.S NATELLI EXHIBIT C) 



& 


k 
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NATELLI'S EXHIBIT G 


PROGRAM COMMITMENT LETTER 


Exhibit A 


PROGRAM CCMMITMEMT LETTER 


Date: 


TO: National Student Marketing Corporation 


This is to confirm our verbal commitment to Mr._ 

that sometime during _ _we will utilize 

Period: (Month, Season, etc.) 

national Student Marketing Corporation to undertake a marketing, pro¬ 
motional, and/or advertising program representing a gross billing to 
us of approximately 5_• 


Sincerely, 


Authorized Signature’ 


^Name of Company^ 


[Address. 


/ 
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NATELLI'S EXHIBIT H 
MEMO FROM KUREK TO RANDELL (8/7/69) 


. .• • . '••• > 

. • .* ... •. 


B. J. Kurek V 

C. W. IiandeU 
August 7, 1909 


nY001449 


IN PtE: Pontiac 


Yostorday while mooting with PMM h Co. on the proxy Information, 
Tony Natolll Indicated since wo don’t havo a contract and haven’t collected 
any money ou tho contract, ho had rosorvatlons about including It la tho 
proxy olnco it won so noar to August 31. 

** f 

To bo frank, I avoided the problem and got onto another subject....; 

BUT.. gontlomen, v/o*vo got to get a contract or purchase order Tor 

our records by August 31, 1909. Pleaso, give this matter soino attention.,, 
it’s roughly $050,000. la gross proQt that stands being doletod from cur 
books. • 


BJKtlfl 

cc: B. O. Walthor 

D. Kelly 







/ 
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Natelli’s Exhibit J 


• ... • EASTERN AIRLINES. 

:* . YOUTH FARE DATA ; . 

* . • ' ' • • • 

: ANALYSIS ■ 


;* ’ • »*.• *.* ». 


The’attached exhibits, which detail youth fare wiles, passengers 
and revenues by month, Indicate the following: • 


i' • , 


1. Eastern’s move to the 2/3 fare reserved seat plan was 


a good one resulting in an improving ratio of revenues ■ 

to miles and passengers as a percent of the domestic system. - • 

* * • . • • 

2. Heavy usage of eastern for summer travel without any real 

advertising/promotior. emphasis against this area. . • . : ' 

3. Very low usage of Eastern during the Fall of the year, : : 

probably due to a high number of week-end “black out" period. I. 

. • .. . • • . . ’• • • •'. ,i A: : Z ';■■■ 

... • • • - v. •. • • •. : • ;• • -• • 'V. 

4. A continually increasing Importance of the youth faro.- j \ 

.' program to the Airline,. ' ..l-T'-^ ‘ * 

. • • ...... : * ■ --2. .. \ *..." V • ,* * ■>.. ’ ... . V..:. 

•. j. t . » ^ • ■ •• i 7 • • « »•« /*•..*, • • • * 4 ** , 

# * »* i • - • ' .* >*•.. * . ' * n •• 

' -.*•••* < •* .V-V-* . • *. - * . / : ’ A*- V- ^ 

I . “:•? • f r:;»; y--.\V v. 

• .- - • 4 ,** • - il f 7 v"'. - S • 9 *•>,<• * . ,# • , . ■*4.** v % • •••- .*•' 

‘ I .^V ^ ij;‘ ? ‘ *. • ri 

. .• ■. ; w V; - . • ’ |*M • . . , / .• 

V~f. f,-H ’ '.•••.'• ■•* A.' *•- t f' *.• 1 

• . •• . .*• ... *. ••. i v . • * .. • .• 

. • • •. • v •!. J% .. . • 

•’ v; • : . 14":;' v :; -;'vt;?V:^ • . 2341' 


i • i* 





































NATIONAL STUDENT MARHETilNG CORPORATION . ' ’ *' 
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This recommends a comprehensive program to more profitably positions 
Eastern Airlines in the youth market.*..' ■*'.'• ,* •/• *. V- V' •/ 


Background 


11 
m • t 


*1. The Youth Market ... •* .• ; . • . . 

t~- -. ■./.• . ••• . 

Nearly, one-half of the U. S. population is now Included in what is //' 

generally termed the "youth market". .the under 24's. Not 

only is this'market large but it is continuing to grow at a rapid pace., ' . 

■‘. Ages ’••** 1965 ; •* ' 1970 . */•’ '' 1975 .•*• 

/O-'13 .56,092,0Qfl *:/'; : 50/01,000 69,419,000 '•. vi ;'/; 

-.14 - 19 ... 20,545,000 " ■ 22,090,000 -.* 24,625,000 

• 20 - 24 13,543,000 v . 17.094,000 ■ - 10,979,000 : "V;/.; 

Out of this immense number of young people emerges the student due.. ■ 
to his affluence and Influence upon contemporary ethics, politics,.’*; ::. 

• • i • *•,’.* . * • ** * . • * • / »• • 

.culture, and business. The student population, this school year, '. A..* '■ 

v;ill be approximately 22.5 million as follows:. ' '*:*/ •*//• Y ; 

' V.: : ' v. IvV’ '-."r • * 1969/70 • •;•' '**'.:*’' ■ " VS./' 

.*■ '' '.High School /••*• V f . " 15.0 KM * . .*•;%'/V .;•/• 

• .* ; '•.'*. *. • * , l • * ••• *•• ,*;. ' .*.• ' *...'*, 
College ’ • •••••;•' •* •- 7.5 KM"S V'- :V ,*L Y- 

These students will spedn an. estimated $35 billiorv on non-cducational • 

items (high school students - $15 KMM; college students r $20 17-74). 

• •. ••'*. v ; . *• *•-•.:' **•: •* .’*.>•* ; V; v • '• .' ‘ vt 

' i* .* * ■ *. *• •• •'** '•••• —• '*• ' *•.•’*'; 

• • . . • * ' * # , # . *, • 6/ . > ••*. .# • / .'i ‘ j# . , #• *• ’••**•• ,« ., . 

•• *'4**>..* ‘y-\ \.. •**} 

In addition to their numbers, affluence and Influencethese young •. . *'• 1 

/* ■•••'• •*-. ’ • fr- •-**. • 5 % * *t ; 

people will shortly be' tiie mass, consuming adult market of tomorrow../ \ \ 

:• : *»• *'"•••£'••’.’•,:*•»^ •. : : . .*'•• . •' * 
g • * * , • , • • • • •• •• ’ ; *•* .*, * * . • • * • • • • S • .• • • • 

•,.* :•••• j-v..:/ ;;••*.>2267 
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Now Is v/Iicn they arc developing the loyalties to various products 

y ’ • ... . • * 

and services that they will carry forward into adult life. 

* . * . . •. . 

• . . * # . . • . ’ . • • : , • • W . 

s’ .. ‘ # * . » » ' . 

II. The Airl i ne Industry - 

... . * • . J * * • » 
r ■ ’* . * 

•Although it may not have been realized at the time, the first 

. • • « 

real recognition of the importance of the youth market to the airline. .: 
industry came on January 28, 1955 when the C.A.B. authorized the ; 
sale of unsold seats to youth on a standby basis at less than the . .. ' 
normal full fare. The objective of tl\is mov was to increase ’ 

revenues,- short term, by cutting down on the number of available, 

• . * • *. • * 

but unsold seats.- . • 


This plan, which applied to 12 through 22 year olds, actually 

* 

provided the airlines with an opportunity to more than cut down 1 
on the number of unsold seats. That opportunity was to dramatically V 

• .* t 0 * 

expand the air travel market by getting a greater percentage of 

• • •« • • , . •.’« 

: the U. S. population to fly. Today*s youth fare passengers, although _ 

. . * . * s • • 

an important source of immediate revenues, are the full fare business . 
and pleasure airline users of the not too distant future*. \ < 


The actual exploitation of the youth fare plan varies greatl/ : 
from one afr carrier to another. Initially, all but Delta used.the 
one-half fare, standby plan. However, Braniff, Continental, National . 

• ••***,. . . • , * . . * * * * »•% >*,* • ** s • • . . • V 

and Northeast have subsequently switched to the two-thirds.reserved 

•.|-*4-v 

seat plan. ’ •: • ' •: % ' ' '• ;r : : * ' • 

• . # • . % :* • . V/-• ..♦.•• * . * 

• ■ • • 2 -.- : •.'• '• 

: • ... v . • ; : / -.<. . ,■2268 
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At the end of April,.1968 Eastern Airlines went to the reserved 
seat two-thirds fare plan presumably for the purpose of increasing 

youth fare revenues. Since that time the relationships of youth 

. . • . . . * 

fare revenues to youth fare passengers and miles flown has con-- 
sistcntly improved. ' 


Objective 


1. To significantly increase revenues generated by youth fare 

boardings via: ’ • * .. /•* 

* # * • • * 

• • *, .* ■ 

(a) increasing the number of boardings and the average 
r trip length. \ 

i .. n • • • • • ■ 

•'(b) increasing school commutation boardings, especially . * 

‘ * . • ;% • • ... • 

in the Fall... , .-V • . * • 

2. To strengthen Eastern Airlines franchise in the youth market 

i . , 

in order to insure a high degree of loyalty as this market matures 
into the ad|ult, full fare market. •-./ 


.1 • 
•j 


Strategy . 


To accomplish the above general objective, implement a comprehensive 
broadscale marketing program to the youth market. This plan is I 
developed around two specific areas in which Eastern can become pre- 
emptive; a youth fare re served seat vs. standby and the warm weather 
"fun* destinations served by Eastern; -1 
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1. Develop a special college "fun in the sun" travel club for‘the 

• . . • , « •** v ■ , . 

purpose of flying students to the Miami - Fort Lauderdale area • ” 

• • • • ' /• •. 

during the Easter break." : - : 

. v 

• * ’-t • - . ••• : . ' • ; . • i ' • • ' 

2. Aggressively promote school comnutation on Eastern Airlines with 
major emphasis on improved penetration of Eastern's youth fare I.D. 

card. ' y . ■ ' 7 •' ? ’ ^ 

* , . * . * , « . • •*, 

3. Capitalize upon tho student propensity to use air travel for ; 

leisure time activities via strong destination promotion. 

$ . * * . *\ • - *.. . < 

' • • . . . .... i 

Rccommsndcc! Plan • * - .y: V • . 

. i • * . .... • * . r •*. 

The proposed marketing plan will be implemented in two overlapping 

* * • • * * * i * * • • * . # 

phases. The first phase consists of an aggressive promotion of a v7f • 

college student Easter Vacation Club. The second phase consists; 

. •• . . • • •» , • • 

of tho promotion of Eastern Airlines for school confutation by •_ 

students plus vacation travel.for faculty members. •: • 

•• • •• * ' « • • *■ • • * 

*• * * v . • * * * '•'.•* ' V M '• * *• • • . . 

' ,i • *•••.« .**..*: *, . . •. **•. 

Phase I • •* . ’' • .>*' *V'; 


The. objective of the Easter Vacation Travel Club is to generate '*.• \.'j ; 

$1,000,000 of found business.by transporting 10,000 college students. •. .7 
to the Miami •• Fort Lauderdale-area." Assuming successful execution ** •' 
of this program in 1970, it would be continued and refined In :':V ’ 

/•' -* ' ' \ ‘ \* f r ' *• V * r '*• 

succeeding years.•: -'s.:.*. v* a'' *'• 

The basis for'the.boarding cstimato is as follows: *1 *. 

. ,• ./•; * ' .. *. • * . ' * A .•.* , *.* :• •*.*••• • *•* 

... .. • •.*•.. . *. .*£ ^ T, * ' k * •* •• * •’ •’ •. * *. 

'*.• • • ••*••• * • • • • I. ' • , | t • '» ^ # * •• •* , , , 

;• v v ••• •, 2270 
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1. There are 25. cities from which Eastern flics to the target*. 


destination. 


2. There are 300 colleges in which an effective Easter Vacation ' 

‘ 1 • • • ■ .-•••• • .■• • ;• . ■ 

Travel Club can to established. 

3. .We. feel that a minimum of 30 students per school will become 

• members and will take the trip. : ' 

‘ . ••• . I . • ‘ ‘ v ' " , . 

: •• . • • *. , 

4. We expect 102 - 252 more members from the total program than 
the basic minimum. ’ •• 


*: KETs * • 


* 300 Clubs x •' 30 members 


9,000 Members 


plus 102 - 252 more • . 'V •' 9,900 to 11,250 Members 

• . *,*’•••* * * 

be average $95 fare each J »> ! $950,500 - $1,068,750 

. ‘V.., • . ••• ■ .•••:’ . 

5. The average fare costs, using the 2/3 reserved fare plan, 

is 'estimated at $95. ^ • ■ ’*•'/ • : 

-• .• i*V : ;/*«•’ V."- • 

; *: V . .v V ; / 


»; *• •• • 

J. i ‘ • 


V • , • 1 


( (t i.. t, t. ’■ *' r .“ •' «?... t**. ' . . • ’ 

v • ^ • '.*■*'* • 't * »• .•*•*#*. .i*. *. . 

i•* '• • * ’.*• * # •. * . . f ' ,* ’.4v *. ; '• *• *. ■' , ■* ...* ' f. 

• j ?-*•'* ;.yYv <! .'.-.v<; 'r>- .V v ,..t ..- ; /*' 

v.... : 'V 

. : •• • . .« • *• • • . . . . • . •• •»•*• r • • . . • • «•. 

• .* •* .... •■•...•• "y ..••••• •• * . !• . • •. •••. , . r 

...... • • ... V .» •• . , *..*•. • 

. ■ ... t « .. ,• , • • *. • 


; t. 
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TRAVEL CLUB PLAN • 


Description 


Activit 


Timing 


Promoting Travel Club 
lb,000 Posters 

Travel Club refillhder ad 
v//appl ication - 500 H . 
circulation • 


January Posters 


Promoting Travel Club 
w/application -,15 MM 
circulation 


February * Handouts 


Promoting Travel Club 
15,000 Posters - 


Posters 


Promoting Travel Club 
15,000 Posters 


Posters 


March 


Travel Club departs for destination 


Total’ media cost 


TRAVEL CLUB COSTS 
V*. 1970 TRIP 


Film 

Administration Costs *. / 

V Free trip for Reps** ;'Of; > V.* ~~ •••-' < 

. • • 9 9 •• • ' .*• . .v* •••.*« 

Administration of Club* Memberships, ticket 

arrangements, etc.,...r’v •;;,‘J 


30,000 
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* The campus rep will receive a free trip (valuo $100) for a : " 

• • •• * • * • • 

minimum group of 30 students.. For each person.over the minimum v* - 

■ r . ■ : • •' w f OH V ; V.v* 

ho will receive $2.50. .. * /• 


Members of the group will bo booked with Eastern on a bi-weekly .. . . . 

• . *». 

• •• *••) 

: 'basis by NSM's District Managers, who supervise the campus reps. . .. 

* • ’ % . . ' • 

• * ... • . * .. i 

. i . 4 t •„ * 

During the January through March period NSM Campus Reps will be 

promoting the club through the showing of a special destination 

• • # * 

sell movie which will bo produced by youth for youth. The film 
will look at'thc Miami - Fort Lauderdale area through tho eyes ^ 
of a college student and will cover the areas of interest to his., 
age group r : ’. ..v v • • • *.; r - 


Additionally, all application blanks distributed via the above V . 
program will go directly to the Campus Rep. He will process them, 
set up meetings for the.Club promoting tho destination, plus ’ ... 
he will attempt to generato additional memberships himself basically •. 
through use of the film. '. .* • •• ; v;** ■>}, 


• * * *• ' •* \ : i, * . .• ’. 

• • • « * . • 


Why will students want to join? Decause the Club offers:' 

^ - I ‘ • * • ... • 9 .* i 

. V ; V * % . ” •; * .■ . * * • \ , V l ‘\ * i.* -/ V • • •; v 

;* ’. * ..* . ’ *. V *• . * " ’ * *• • /. •’ • .V 

: i 1,’ a trip to a fun place for college students. . VV-' 

■' ’’ * . • • 4 . ’• . * * * 

2. the trip will be with*Ms/hcr.;friends v /.; ; ^-.;;'\^.,J:.V •; 


•*. . the-result of a drawing to bo held before the-*; 

. * planes depart.’; -.; •£*. • V •' 4 

, . • , , i • * • •• a • . •• • • .* • 








( 7 *' 
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5. it's something "specie om an airline that 
cares about them. ■ ■ * 


The basic requirement for membership will be a 2/3 fare I. D. .. . ■' ; .r 
card plus $2.00. If they have the I. D. card it is $2.00 only. ' 

• • * . . • . ' ; ». • •; 

•The.Club will be run in the same manner as any other extracurricular " 

• ' • 

club with the only difference being their objective; an Easter 

Vacation trip. Officers will be elected and bi-weekly meetings 

* ... i •• • *. . . 

held. .This will increase student involvement and will make the \ 

club "thoirs". A bi-weekly payment plan will be set up and 

• • •* • . " • , 

encouraged. All participants in this plan will be eligible for • 
the free trip drawing which will be paid for out of the interest 

of.the clubs payment plan which will be set up with a local bank., 

* * *• • • . 

• * . . * * . , *•* ' • • * , ’ ‘ \ 

• “ . • ’ * . * * • 

Phase II ” .• ••• •• *. 


This phase will accomplish the following objectives: ! 

r ' . • • 

. t . . • • 

. • 

1. Provide increased awareness of Eastern as a vacation/ 

. * • *• • ' * *r • V * - • 

business/commutation airlines among: ' .* • • ' 

. (a) faculty; who have a greater propensity to travel 
•’.v.rv* than the population average. • . f. 

(b) " seniors/graduate students; who arc making the 1 

transition from youth fare to full fare passengers.?, 

(c) youth fare prospects; who do not have a youth fare •.. *> 'V 
.* *. ’ • • " ’ • • • . • “ * 

' ., I. D. card or who have ono but do not use it as V 


often as they could/should. : 


- 8 - 


2274 
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“ADDITIONAL activities 


Description 


Activity 


Faculty Mailing Promoting Easter Vacation 
travel w/credit card 
application - CO M names 

Posters ' Promoting 'Summer Vacation 

Travel -15,000 Posters x 


February 


Senior/Grad Promoting job interviewing. 
Student Mailing trips via Eastern plus 

\ri 

Promoting Back-to-Homc a 
S ummer Vacation Travel 
15,000 Posters 

Promoting return home/ 
vacation via Eastern w/I.D 
card application 
150 li names ‘ 

Promoting Dack-to-Kome 
Travel 1.5 fW . . 


Posters 


City Pair 
Mailing 


Handout 


Promoting return to school $36,000 
via Eastern w/I.D. card ■ 
application 150 M names ; 

Promoting Eastern Airlines $25,500 
I. D. Card to High School r 
Karkot 1 MH • , f. ‘ \ 


August 


Col ad High 
School Insert 


Eastern I. D. ad w/ 
agents' phone number 
500 H circulation 


September 


Phone Director P4C backcover ad plus 
agents' phono listing - 
140 colleges; * . 

• • • • •• • • 

Promoting I. D. card w/ 
application - 950 H - « 
circulation • . 


Occupant 
flailing . 



4 


V 









r 
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i .. 


f * • • 

; r « 


Timino ; * Activity .V ’y^i-Vy. Descript ion Cost •••.•8v;;C r r 

■ . .. . . ’ "C v • • " > 

; September '?/ /Poster . • ‘ *•**’ Promoting Week-end - / $17,500 •' 

; (coot.) V • ' ' Travel 15,000 Posters • . • /' 

j-\ • • Vj’-r-v • • • -'■‘S//\ 

. : Mini-PacX /V 7 Promoting the Youth . V -.$33,750-/. • 

r-y- Handout/- V V:-‘. Fare I. D. Card 1.5 m ' K , 

October ' //•' Handout . •' ’/• Join the Eastern Airlines V $47,500 ; 

t i.id*.. T*i - Travel Program 1.5 I1M . ‘ . . f - 


;V '^V 

October Handout 


Poster 


Promote Thanksgiving Travel $17,500 


-; 15,000 Posters . 


November Poster - t& Promote Midterm Travel 

; v 15,000 Posters . 

’• . Handout Promote Christmas l 

*'• - i ; • *- • •, : •- Mid-term Travel 1.5 MM 


■ $17,500 

• '» * * 

• * . ' • * 
... . % . 

$47,500 


December 


Next Step s 


. . • * . . * -•* 

City Pair. Promoting Dack-to-llome ' $35,000 . .*'• /• 

. ‘•‘.' Travel 150,000 ;• . 




'Assuming, agreement to the Travel.Club program, we will unctertako. 

•'immediately to produce the movie which will be the basic .selling /./• . 

tool for the campus rep.- • *. V'/y'*/ - • 

•■7,; -•"/ : •'•' • /.•; '.I,: //• 

• ■ * •-. ... ,-V- C* . ..ri'i. 4 ? •* -• '*• ‘V-« .. • •.•' 

•" V..'*** i.. V’-:.'* •: 

• ' ' ,4 * # ! V • * # " e *’-.Vv • ‘ • ••*•**.•*, • *• •* ’; 4 ’' * * 9 9 ~ *• *• •'* 

. . *«• \ : ... •• ; .*• ; '• ;•» >-•. . •••••* •. 

; : . • !> »’ -•••-• , •* 1 *: •/ •••.*. v/' . •*. • 

• • . • •“ ’ c-’ * ■•••«'• • *,- > • ," 

- ,i- . •. ’ l . . i 


. :• -• •* • h..v ... 
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V~:. \ “ ’ • ' • • CALENDAR OUTLINE' "V 

' • '?• V ..EASTERN AIRLINES : 

■ ’ 1970 PROGRAM .. 


jjsfcsi 

January • 




. • •• ; ** 


Pr-Odram 
Poster' 


Calendar Desk 
Pad 


De scripti on v : 

Promoting Mid-Term Caster'• ... $17,500 

VacationTravel 15,000 Posters ~ ..• 


Promotina - Easter Vacation 
Travel 500,000 Pads 


$27,000 


February 


March 


Apri\ 




Posters 


Handouts 


‘Faculty 

Mailing 


Posters 


Posters 


.Promoting Easter Vacation 
Travel. 15,000 Posters 

• • ••• l . 

. Promoting Florida Vacation 

■ In Florida 1,500,000 s • 

• * • • 

. Promoting Caster Vacation 
Travel W/Credit Card 
„ ' Application - Mailed To 
00,000 Department Heads 
v/ith 30 Applications In • 
Each Mailing .• 


Promoting Easter Vacation 
Travel 15,000 Posters 


Promoting Summer Vacation . 
Travel. 15,000 Posters . 


$17,500 

( 

- $47,500 


Senior/Graduate Promotincj Job Interviewing • 

Student Mailing . Trips & Summer Vacations . 

’ * . Via Eastern K/Crcdit Card ; \- 

Application 400,000 . • ‘* 

■ . . • . • . . 

. . • i • . • • 

• . . ; ' . 

Posters . Promoting Back-To-Home 4 V 

. * •* . Summer Vacation Travel ' 

‘ ' . 15,000 Posters * : . • - v ^ 


K' ‘ ' . • ./ . 15,000 Posters • : 

•• • V Handout r : Promoting Back-To-Home ' .* 


$26,000 


$17,500 


$17,500 


$70,400 


* . • . V I 


: --$17,500 


Handout J Promoting Back-To-Home ; • . . •* . * • . *. 

Travel 1,500,000 - .’$47,500 ..-••• 

• -• *• v-. . Vv* { • •• 

■' •••» p a i r Mailing Promoting Back-To-Homo ■ • • * • 

■«- Travel .150,000 • $36,000 *• 

• - vV •' •*•••. ...» • 

• i :: i' . -V *"' *-•+■ - • \r v * - • 

• 4 A #• • •• • • I f. ^ , • J, • , •• . •• l 9 • • . 

• -nn ; : .'V 2377 
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't iming y r. ’ v-'Pronram 


s De scriptio n 


August-'*;- r-^l .^y"- city Pair Hailing " promoting Back-To-SchooV. . : $36,000/' 

' Travel 150,000 : ' ":.• 


Colad High School \ Promoting Eastern 


Insert 


Airlines I. D. Card ' ■: •. 

To High School Market :i \ 
1,000,000 . . $22,500 


V ■ 


September 


Occupant Hailing Promoting Eastern 

..Airlines I. D. Card 
; . To College Market 

' •> V 950,000 • . ; \ 

College Telephone Promoting Two-Thirds 

Directories. • Fare &’ Travel 


Poster 


Telephone Listing • 

Promoting Week-End 
Travel 15,000 Posters 


$21,400 / 


$ 10,000 •. 


$17,500 


Calendar Desk Pad Promoting Week-End 

' V . .. Thanksgiving & Christmas* : 

Travel 500,000 Circulation $27,000 


Mini-Pac 

Handout 


Promoting the Youth 
Fare I. D. Card . 
1,500,000 ’ 


$33,750 !• 


October- 


November 


Handout' 


Poster 


•• 4 i 

f: .!■• Poster • 


Join The Eastern 
Airlines Travel Prooram 
1,500,000 


$47,500 


Promotinq Thanksgiving • • !. 

Travel *5.000 Posters ...* ‘ $17,500 


Promoti ng Hi dtenn • •• -• ; y 

. Travel 15.000 Posters \ ‘ $17,500 \ 


• •• . •*.-1 • . • .•■•••• ■ v 

. • * • # . , < • *, * r •»***• 

t . . • i • • .. • w 
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Timing ‘ .v ' ■ : . Program D escription ■ • • '• ’ • 

December . '• \ X* City Pair . . Promoting Bacl:-To-Komo 

Hailing . .'Travel 150,000 $36,000 ;• 

. •. * # • . 

• Special Project - Production of 15 minute films plus POO prints - Movie 

.. • ; -will feature the exettment of Easter & Summer Vacation. 

• vV"l' * • " Travel with Eastern * •. . . * • 


.j • • 

■'•U •. »• 

'.km • 

i - f'. . > 

. • i; 


Wri 


$ go, ooo 


• . J '• ; % Movie Showing, Direct Solicitation and Booking of 
;•"! -/ '•reservations for Easter Vacation in Florida .;. • . f 

;**; >* : ! 300 Campuses - * .. 

Campus Representative Payment.*..;.;. • *./ : : $90,000 

\ "/ . . .. •.• 4 ‘, v ' ... •«» * 

* j v. ; x * • $150,000 

‘.v t .. w ♦*.*••• 5 *'. •• . ,1 v*' *• .»;*••**' * ? '•:*•. • " • 


•; ; •••.• . ' 7 

•i Vr.'Vrr ;■ 
x ;r.-. . ; x 


. X : 'X7.’.. •• .- TOTAL , ’«•.r . y'[ ; .; ; $ 834 , 050 ,; 

•’* - * *•**,* if| '*•**'*" ■ * • # ** v * 


_' 4 j*. •• •* 


v..*; •.; • » * » >••#** ' 1 v w m , v *. y * r * 

•A. % . . .* ;■ ^ . . s# • . • . .. f < • . *, • .. .. • 

•A w * . '•*■ . iT 1 *!* '* • * ! . ’!<.•' ’* * ' *• .* ’•..•*•• f • ** 

* 1 , .•* .*• • •. , * •. ; * r* ; • ».*• <{ 1 • • ' . . • *.• * •*. 

3 • ■*!* ,\V' *f** | ^ .• ♦ «./. •• '•*, ' , t • ., \ ’•*•*.* •. .‘,1 * • 

•-* Jr 4 * ^ • , * l * *,<.. • •.vt."*; •• ."•**.*/ . : # ^V ’ 

* •; V; •*..X : \ ■■■.'"■ i*.. :•;*. r 

>•' • .*J * •.* •* ■* # ’* •.*. * • * , * * *' * **V *»**,• * • J . • • . ; •••-.. r % 

» • • *. v*..":' , 5 -' ' ■ ■ l* *••’• *• ‘ •. •’ : . •!* r .*•’••• ;• '*;•’•*,•./ X--* 

, •»' - .. .■ ; !■ ■. ..... 

K : '\ *»; .-i . .,;/: > i-'x -V- 

\ ii's i .V.:'-;.-.x . •.;•••. ■••• ..'X/ : \f-\ # .-s 

: , -fv • V ’ V”* “ ’ ’’ ■•* •>:*'*■ i : * *••...*’• '.A- 

. — J-\ r u >•» ...*• '* -.'J * . •• ’ ' . . 

.<«•* •*>* M*- L V., •’* •*••»*.. i>' * ;• -* •*•• “• .“*• 

. } y X-X t:v ..* *•* ;. v.- 


• ,i y.. ; • v v'*-. - ,-x. ... ,- f -. 


: ..!••; * jC.vvrr-.v^Lv.i... ••../•••• .* .* .*• 

**•• Vf■';* '•* ';. v j x s r v ': ; .*''I.'.. V *‘ • • •: 
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NATELLI’S EXHIBIT K 


COMFORT LETTER - NOVEMBER 3, 1969 OF PMM 

• Peat, MaI /ick. Mitchell & Co. v 

CI£li'i'I l'l i;d 1>UUI.IC accountants 
.345 PAXK AVJiNUn 
NEW YORK, NEW YORK 10022 

November 3, 1969 

PERSON AL 

To Each Member of the Boards of Directors of 
National Student Marketing Corporation and 
Interstate National Corporation 



G tleme.i: 

4 

Enclosed is a copy of our signed October 30, 1969 comfort lc'ter to 
National Student Markcti; g Corporation and Interstate Katie 1 
Corporation and also a copy of our October 31, 1969 letter v£ transmittal 
to Mr. Jay Ep'.ee. 

td 

We were 1 formed that the closing took place late last Friday afternoon. 
We were also informed that the recent S-14 registration statement hod 
already been u. ed in connection with what was described as essentia.ly 
a private placement of securities by five individuals with two 
institut: c.al investors and that the registration statement is not to be 
used for >.i.y other purpose. 

As indicated in the last paragraph of the transmittal letter, we have 
consulted with our legal counsel and have beeti advised that we should 
send each of you copies of the enclosed letters and take no further .. 
action regarding this matter unless subsequent developments dictate* 
otherwir . 

, Very truly yours, 


TJ.'.!: JFS 
Encs. 


-CC :While A Case - Mr. Jay Eplee 
14 Wall Street 
New York, N. Y., 10005 

Lord Hi.'.sell & Brook - Mr. Louis F. Schauer 
135 South LaSalle Street 
Chicago, Illinois, 00603 
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1 j:at, Mahwick, Mitciiisj.l <S: Co. 

CKKTiriKtA. JllLlC ACCOUNTANTS 
3/15 PAHJC AVENUE 
• • NEW YORK, NEW YORK 10022 

October 31, 1969 



\ 


Hr. Jay Eploe . * 

White & Case 

14 Wall Street 

New York, New York .10005 

Dear Mr. Eplee: 

Enclosed arc three copies of our Comfort Letter to National Student 
Marketing Corporation and Interstate National Corporation. T;his 
letter is the same as the draft letter which the parties reviewed 
about two o'clock this afternoon, except that we inserted there¬ 
after the fourth from last paragraph, which I understand was read 
to you on the telephone from our Washington office, and the third 
fron last paragraph, which I read to you on the telephone at about 
fov.r-t ' try. * 


As I inJ; d to you on the telephone, our legal counsel has not 
yet crlvisc^ ..3 as to precisely what other steps, if any, we should 
tike next Monday morning. 

f • 

V 

. Very truly yours, 


1 

• \ 


TLH:JE 


PEAT, MARWICK, MITCHELL & CO. 



Thomas L. Holton, Partner 



cc: I....icnal Student Marketing Corporation 
345 Park Avenue 
New York, New York 10022 

Interstate National Corporation 
Interstate National Insurance Croup 
175 West Jackson Boulevard 
.Chicago, Illinois 60604 


Mr. A. M. Nnlclli, FMM&Co., Washington, D. C. 
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pizAT. MAKrcK, Mitch jilt- Co. 

• cchtxi'JCd runuc accountants 

34 5 PAR 1C AVENUE 
NEW YORK. NEW YORK 10022 

October 30, 1969 1 


Kational Student Marketing Corporation 

345 Tark Avenue 

New York, New York 10022 

Interstate National Corporation 
Interstate National Insurance Group 
175 West Jackson Boulevard 
Chicago, Illinois 60604 


Gentlemen: * . 

Under the date of Noveuber 14, 1968 we reported on certain financial 
statements and related schedules of National Student Marketing Corporation. 

Ue have not made an examination of the consolidated financial statements 
nor audited the records or transactions of National Student Marketing 
Corporation ;and its consolidated subsidiaries for the nine months ended 
May 31, 1969. Accordingly, we express no opinion on such consolidated 
financial st nts. w . 

At your request, we have made a review to October 28, 1969 which does not 
constitute an examination in accordance with generally accepted auditing 
standards of National Student Marketing Corporation's consolidated financial 
statements as of and for the nine months ended May 31, 1969. Accordingly, 
we have: ' 

• i . 

• • • 

(a) Read the aforementioned unaudited consolidated financial statements 
for the nine months period ended May 31, 1969 and the unaudited 
consolidated financial statements for the year ended August 31, 
1969, which are the latest available interim and annual unaudited 
financial statements; 

(b) Read the minutes of the meetings of the stockholders. Boa a of 
Directors, and Executive Committee held during the period from 
August 31, 1968 to October 28, 1969 included in the minute books 
at October 28, 1969, officials of the Company having advised us 

• that the minutes of all meetings through that date were set 
. • forth therein; and 
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National Student Marketing Corporation 
October 30, 1969 
Taco 2 


(c) Had discussions with officials of the Company responsible 
for financial and accounting matters as to transactions 
and events subsequent to August 31, 1968, and as to whether 
adjustments had been made to effect a reasonable closing at 
Hay 31, 1969. * + 

Our work did not extend to the period from October 28, 1969 to the date of 
this letter. It should be understood that this limited review would not 
necessarily reveal adverse changes in the financial position or results of 
operations of the Companies or inconsistencies in the application of generally 
accepted accounting principles. Subject to this explanation and based upon 
the aforementioned limited review, nothing has core to our atl ntion which 
caused us to believe that: 

1. The National Stydent Marketing Corporation's unaudited 

consolidated financial statements as of and for the nine 
months ended May 31, 1969: 

a. Were not prepared in accordance with accounting 
principles and practices consistent in all material 
respects with those followed in the preparation of the 
audited consolidated financial statements which are 
covered by our report dated November 14, 1968; • 

b. Would require any material adjustments for a fair and 
reasonable presentation of the information shown except 
with respect to consolidated financial statements of 
National Student Marketing Corporation and consolidated 
subsidiaries as they existed at May 31, 1969 and for the 

| nine months then ended. Our examination in connection 

* with the year ended August 31, 1969 which is still in 

process, disclosed the following significant adjustments 
which in our opinion should be reflected retroactive 
to May 31, 1969: 

1. In adjusting the amortization of deferred costs at 

August 31, 1969, to eliminate therefrom all costs for 
programs substantially completed or which commenced 
12 months or more prior, an adjustment of $500,000 was 
’ * required. Upon analysis of the retroactive effect of 

this adjustment, it appears that the entire amount could 
be determined applicable to the period prior to 
May 31, 1969. 
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jEionnl* Student Marketing Corporation 
«■ 'October <30,•-1969* *•*•*» »»■ » v * .c < •*-» • • . > **•»» ■« *• •*- - 

Page 3 . 

• • 2. In August 1969 management wrote off receivables 
in amounts of $200,000. It appears that the 
uncollectibility of these receivables could have 
been determined at May 31, 1969 and such charge 
• * ‘ off should have been reflected as of that date. 

3. Acquisition costs in the amount of $84,000 for 
•• proposed acquisitions which the Company decided 

not to pursue were transferred from additional 
paid-in capital to general and administrative 
expenses. In our opinion, these, should have been 
so transferred as of May 31, 1969. 

2. During the period from May 31, 1969 to October 28, 1969, there 
has hot been any material adverse change in the consolidated 
financial position of National Student Marketing Corporation and 
its consolidated subsidiaries, or any material adverse change in 
. results of operations of National Student Marketing Corporation 
and its consolidated subsidiaries as compared with the nine month 
period ended May 31, 1969 after giving retroactive effect at 
May 31, 1969 of the adjustments disclosed above. 

Your attention is called, however, to the fact that 'if the aforementioned 
adjustments had been made at May 31, 1969 the unaudited consolidated 
statement of earnings of National Student Marketing Corporation would ave 
shown a net loss of approximately $80,000. It is presently estimated that 
the consolidated operations of the company as it existed at May 31, 1969 
will be approximately a break-even as to net earnings for the year ended 
August 31, 1969. . 

In view of the above mentioned facts, we believe the companies should 
consider submitting corrected interim unaudited financial information to 
•tfc shareholders prior to pro; ..ding with the closing. 

✓ 

The terms " finen.-: al position" and "results of operations" are used herein 
in their conv ional accounting sense; accordingly, they relate to the 
consolidated £...ancial statements of the business as a whole and have the 
same meaning when used in this letter as they have when used in our report. 

It is understood that this letter is for the information of Interstate National 
Corporation and is not to be quoted, or referred to in whole or in part, in 
any literature used in connection with the expense of securities except for 
any rc/s^oncc to it in an agreement and plan of merger or in a list of closing # 
documents. * 






DEBI T CREDIT 

(1) 

ACCRUED COST ON 

UNBILLED CONTRACTS $ 489,812 

RETAINED EARNINGS 186,750 

UNBILLED RECEIVABLES 678,562 

( 2 ) 

DEFERRED INCOME TA“FS 
PAYABLE 188,750 

RETAINED EARNINGS 188.750 





(1) 

RETAINED EARNINGS 188.750 

( 2 ) 


RETAINED EARNINGS 


188.750 





DEBIT CREDIT 

ACCRUED COST ON 

UNBILLED CONTRACTS $489,812 

UNBILLED RECEIVABLES 678,562 

DEFERRED INCOME TAXES 
PAYABLE 







// ' 








-C£- 



E 477 

Natelli's Exhibit 


E 473 

NATELLI'S EXHIBIT N 

NSMC WORK PAPERS FOR 8/31/69 (PP. 8671-8674) 


» -4 


sctU/^c. Ta 






7 


pf 

' £2 345 Hwtoa St, Hi* Ywk, It Y. 10014 Till (212) S64-2S00 


0671 
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PCRIOO GNOCO. 


AUDIT OPERATION 


~ '"/.'Lw «•*“- 

ziJUt. -v t- ^ ■*' * . 

. •/; •$- 

-«*>-•— * • * • 

a. • - .* " 
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. tf-rfsJl _• . • . ,■•• .V-A'*• ;'; 

•_ •■■ 

•••'" v . . " ... 
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CAROL RAIMONDO REVIEW MEMO OF TAXES DATED 5/6/69 

REVIEW fXMOPANO uM” 

_V5./y/_^__ l_ 
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REVIEW MEMORANDUM 
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REVIEW MEMORANDUM 

• /l/S/‘f(. _I_ 


/ / 7 Q 


TAXABLE TEA*: 


t /*. /jj-t 


EXPLANATION 
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\ '• : r . 


* .* .«: i f !!;>*,. »». , 


^ ^ s , ‘i »r *, «i* m«h w h 


j * * J • .• *•. 


F* A *•» ,, A 


• ^ A • ^ # * ^ K »*A> *. » 4 , • * Jt f * M i.s T T M A*« ;Hw* •• , • , ,, • ** i'f.t.lj > '( O'c c / •' ta 7 W AN 

fc r/ci*s //L>ess~*<i J CZ u -5- CiTxTS T^X'Jc.rjf.rf 


(-J F. ' //.' .»•/ > —r..• 1 __.■> v-_ , • 3 & v. ~ (C I t HOnU 7 S 4 ,» , . 

K AUC AKO A Ty. A,-.'UC ANT Vti«dCs« 7r.i FC#%»•. fn«TwaKC^ ^7'7^< a/ '**..•• * *. . 

’ V .. . .-••■ •. ■ J G u * S. OIF T 7 *X kz~il!ts, ?CkU 7 V) 


•• • •<*»* 

r‘js/r /'///strict? A/’/CV/JiC */ Cs. 

«. . * ^ • • 

/_> •/v"~ ^s/^foocr<tci7" /fotsi .* < 


t'J AC. .-»/.u j 7C /-J 


\ ^ec ;iC’; • • 


Ai5I7ICni.L EXTENSION 
FORM 1 : 2 a 


Tax acl C i-CMOS .. 

F~~ CALCnOaR YS~R __ ’ 

2 C mica!, yeas * /•• / A ; 

•* A t *! i, A • ilS «. wS A« ^ ■ ij. 1 L w TO 

/r/ ? r? 1 



17 :s UNDERSTOOD THAT IF NO RETURN IS FILES THE GRANTING C.« 7K»S EXTENSION WILL NOT iN ANY ’/AY 
RELIEVE THE TAXPAYER CF CRIMINAL PENALTIES PROVIDED EY LAV FOR FAILURE TO FILE A TAX RETURN 


S-CaaTuKC TAXPAYER C.R AwT«C.Ri:C3 AEPREl>£N7A7*VA ,'i.c *««/■««; , ■■ • SJATC .. .. 


aCT.w.s TaKln . # • 


- -t- C I* | V' / X7 , _ - • ... . . 1-"--^ • < 

ex7Cm:ln csa\7-3 to _^ / l.) / ']/*;». V r— r,V ^ 7 ' ’* ?.? . 

* r.,JCC7CS ,7r* rr,;„i c/.r.‘«ru' VtlLuj » * | , -*• *J , ... 


00 NOT VRlYS IM SPACE E2L0W 


sicnatuae •. > 


REASONS FOR REJECTION 


1. 2!Z ^ .- cS * I*-* - *.x:cr.»:on is r.ct signed by :hc t:..<?cycr o: his duly uutha.'i zisi. a^cat, • . . •*• 


. [^j T. , request w:i r.ot in this office or nailed on or before the date prescribed by law for filin’ the return. . . 


3. ,_N'o acceptable reason was jiven for needing the extension of tine. 



• iF AN EXTLNS.O.'* IS CnANTEO A COPY OF TKlS FOR .Lit 0E AT.ACFICO TO THE FACE OF YOJ.. RLTU-.v ».nN 

IT IS FILFO. * *•.••■■ _ 


U.a. TKCALu*«r a-fAHTMUNT-lNTUNN Au NtVUfituL LLnVlCL I* O AM MAi.'Lb/J i«i.».'! uTI 

• • .1 . .1 . ;.1 
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" ' APPUCaTION BY a CORPORATION hOR AUTOMATIC"-’.- 
r 7!!?. EXTENSION OF *TIME TO F1LEU.S. INCOME TAX RETURN 

i 1 v, *'»"»*<• • (Under section GOu I (b) of the Internal Revenue Code) l\G-d J l-Q 


i 1 v, I • (Under section GOd I (h) of the Internal Revenue Code) f\dd. J l-Q 

NOTE: Prcpjrc this form in duplicate. File the original.with the Inlernal Revenue office with which you arc required to 
fi!c your income tax return. Attach the duplicate copy to your income tax return. ; "• .. , •_ 


For ta xable year beginning . Qr'SSst/'lfA*. ..:, 19 G? and ending .//// ' i 3 . 19,/r.ff. - 

Application is made for an automatic extension of 3 months for filing the completed return of the corporation named below. • . 


Name of corporation * • . • •• . ■ . t „ Employer IdentilTcation Number .*• 

_ A&izw/ik _ Srt'jr.&ytZL _ - o ? 0 f?c ,3 

Number and street • . i . .• • • Chech type of return to be filed; 

, . . • • • • -■• ••-/ ' •/ form 1120 ' ' 

___ //to _ C c /'c tt~ • //is/r M il). _‘, O Form 11 

Cay or town. State, end <!IP code *. •.•••.* [3 Form 1120—C 

. ‘ ‘ □ Form U20-M 

' _ l/),\r,>H/jC TosJ ' “ 'PC _ X oo Z(. . ' □ Form 1120-S 

1. Does this application also cover subsid'arics to be included in a consolidated return? Yes [] No g] \ 

If "Yes," complete the following: ' - ■ 


Name and Address of Each Member of the Affiliated Group * Employer Identification No. 

~ ' . . ■ .'*• - . . ~ ,V. -T *■ o .> t . , . . •• ~ » . 


Name of corporation 


Number and street 



•. *. f v: 


i. An amount not less than 50 percent of the tax tentatively determined to be due.(line 2(c)) must be deposited on or before the 
original due date of the corporation's income tax return. See instructions for depositary method of payment. ••• * 

(a) Tentative amount of tax for the taxable year after taking into account any— . 

foreign tax credit 1 •'*...•• \ *'./’• L'* ' J . ,/ 

Investment credit * . . . •... •" /y 0/VC 

Personal holding company tax „ "> • *. ' • • • ’ „ ‘ V,’- * “. " 

’ . Tax Irom recomputing prior year investment credit i. .’.*]* t 

Credit from regulated investment companies ’ -V. ” • » j •' .' *• * 

Credit for Federal tax on nonhighway gasoline and lubricating oil • •• .; J . \ • * 

(b) Less: Payments on declaration of estimated tax (include amount of preceding year's over- • ’ /fot/£. 

payment allowed as a credit). . . ... ... • . . • ■ ... • ----■ 


(c) Balance due . . .. . .. '■* -- • 

(d) Amount required to be paid—not less than 50 percent of line 2(c). See instructions for •> .x ' 

depositary method of payment » . ...•_<V 


SIGNATURE (See Instruction 8) : • •• 

Under penalties of perjury, I declare that I have been aulhorued by the above named corporation to make this application, , 
that to the best of my knowledge and belief the statements made herein are true end correct, and that I am: Q an officer of 
the corporation; Q an agent enrolled to practice before the Internal Revenue Service; Q an attorney In good Standing of the • 

bar of the highest court of .......„• or ^ i certified public accountant duly qualified to practice In _ 

(Spvtlty JuritdlclkorO . . '. J .. .' 

j)/.i ...■■'* ’• . i . 1 ' ' - - f. V. . •; 

(Specify iiwudiciiwd _ ..; . - •' - ’ ‘ •• *■ ’ ' • •' 

- f r V* 1 t r ’t .. ’ ..„... 

(Signature)_ ■ _ »_ 

A Copy of This Application Must Be Filed With the Corporation’s Completed Return_■__ 


• * form 7004 (Rev, ll-ID 
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fo.m 7004 Application for Automatic Extension of Time 

,r.v od i9c> to File Corporation Income Tax Return 

u s. (Under section G081(b) of the Internal Revenue Code) 

li itrrgl Rftfnut Jf » u __ x . 9 __ 

NOTE: Prepare this form in duplicate. File the orig.nal with the Internal Revenue otticc where you arc required to tile your 

income tax return. Attach the duplicate to your income tax return. 


Name of corporation / ' ' • ' ' , - , Employer Idenl.ficefion Number.-. 

* SVjt/cfc-e £q */’ _ .£~rL - j *_ 

Number and street ‘ * • ' t -- . ' Cheek type of return to be riled:' . 

. • . • . . ' nyfotm ti20 • 

Q - Form 1120-F 
Q Form 1120-C 

□ Form 1120-M 

□ Form 1120-S 


Number and street 


}/00 (^£>a//s< 2C. 7$ct/ /■ 


City or town. State. end ZIP code 


An automatic /month extension of time until . 19 7<?, is hereby requested in which to file the income 

tax return ot the corooration named above for the taxable year ending 3./..... .:. 19^.^. _ 


Does this application also cover subsidiaries to be included In a consolidated return? 
If "Yes," complete the following:. ••• ' 


Employer Identification No. 


2. An amount not less than 50 percent of the tax tentatively determined to be due (line 2(c)) must be deposited on or before the 
original due date of the corporation's Income tax return. See Instructions for depositary method of payment. - _ 

(a) Tenta - mt of tax tor the taxable year after taking into account any— j I - 


Tax : * ’. ..1 *■+ 

Foreign tax c.t-drt • *. •• A, ' . ... 

Investment credit '. ."**'. ’V > 

Personal holding company tax • . r -. : , v • •'. ‘ 

Tax from recomputing a prior year investment credit * . 

Credit from regulated investment companies 

Credit for Federal tax on nonhighway gasoline and lubricating oil ' _ 

(b) Less: Estimated tax payments (include amount of preceding years* overpayment allowed 

a., a credit—do not include any "quick refund" of overpayment of estimated tax applied 
for on Form 4466) . . .. . . . . . ... '. .' . • l‘« • • • • ••• 

(c) Balance due ...... 1 ...... ... • • • 

(d) Amount required to be deposited—not less than 50 percent of line 2(c). See Instructions 

for depositary method of payment - -. 


.../t/p.yf... 


/J 


** * SIGNATURE (See Instruction 6) . ** * ' 

Under penalties of perjury, I declare that I have been authorized by the above-named corporation to make this application, 
that to the best of my knowledge and belief the statements made herein are true and correct, and that I m Q en officer ol 
the corporation: Q an agent enrolled to practice before the Internal Revenue Service; Q an attorney In good standing of the 

bar of the highest court of ....... A or Q a certified public accountant duly qualified to practice In 

(Specify Juriftdictloa) 

(Specify Jun%d*c1kOA) • '* •’ . .. • • . 


(S<cn«1ur«) 


A Copy of This Application Must Be Attached to the Corporation's Income Tax Return ___ 

fo<m 7004 IO-S4) 




Name and Address of Each Member of the Affiliated Group 
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Instructions 


1. Depositary method of payment.—Corporations, 
both domestic and foreign, must deposit all income tax 
payments with an authorized commercial bank deposi¬ 
tary or federal Reserve bank. All deposits must be ac¬ 
companied by a Federal Tax Deposit Form 503. 

Please enter the serial number of Form 503 on your 
remittance. Do not remit directly to Internal Revenue 
Service. 

Timeliness of deposits will be determined by the date 
the deposit was received by the commercial bank de¬ 
positary or Federal Reserve bank. However, a deposit 
received after the due date will be considered timely if 
the corporation establishes that it was mailed on or 
before the second day before the prescribed due date. 

A supply of Forms 503 will be mailed to domestic 
corporations on a cyclical basis depending on the tax¬ 
able year of the corporation. Domestic corporations 
needing Forms 503 may obtain them only by applying 
to the Director of a service center (or District Director). 
Foreign corporations must apply to the Director of 
International Operations, Internal Revenue Service, 
Washington, DC. 20225. The application should in¬ 
clude the corporation’s name, identification number, 
address, and the taxable year to which the deposits 
relate. 

Corporations which surrender Treasury bills to Fed¬ 
eral Reserve banks in payment of corporation income 
or estimated income taxes must submit with the securi¬ 
ties .a Form 503 on which the face amount of the bills 
has been entered in the space provided for the amount 
of the deposit. The Federal Reserve bank will acknowl-' 
edge receipt of the bills and will effect the deposit on 
the date the taxes become due. Corporations should not 
submit with their tax returns the receipts for Treasury 
bills surrendered to Federal Reserve banks. 

2. Who may file.—This application is to be used by 
a corporat'on to request an automatic 3-month-exten- 
sion of time to file its income tax return. 

An extension will be granted upon the timely and 
proper filing of this form and timely deposit of the re¬ 
quired amount in accordance with instructions 1 and 5. 


u i. wvr^**tvT oma ; nu^amsao ’* 


An extension of time to file the corporation’s income 
tax return does not extend the time for payment of the 
tax. . . 

3. When to file.—This application must be filed on 
or before the 15th day of the 3d month following the 

■ close of the taxable year. 

4. How and where to file.—Complete this form in. 
duplicate. File the original with the Internal Revenue 
office where the corporation will file its income tax 
return. (See instructions accompanying the corpora¬ 
tion s income tax return.) Attach the duplicate to the 
corporation's income tax return when it is filed. 

The corporation’s income tax return may be filed at 
any time prior to the expiration of the 3-month period. 

. 5. Amount of deposit.—The corporation must de¬ 
posit an amount not less than would be required if it 
elected to pay its final tax liability in two installments. 
The installment privilege is limited to the amount 
shown on line 2(c) of this form. Therefore, any portion - 
of the final tax not shown on line 2(c) will bear interest 
at the rate of 6 percent per year from the original due 
date of the corporate return to the date of payment. 

6. Consolidated returns.—A parent corporation 
may request extensions for its subsidiaries where a 
consolidated return is to be filed. In such cases, the 
name, address, and employer identification number of 
each member of the affiliated group for which the ex¬ 
tension is desired must be listed in item 1. 

7. Termination of extension.—Internal Revenue , 
may terminate the automatic extension at any time by 
mailing a notice of termination to the corporation or to 
the person who requested the extension for the cor¬ 
poration. The notice shall be mailed at least 10 days 
prior to the termination date designated in the notice. 

8. Signature.—Form 7004 must be signed by a' 
person authorized by the corporation to do so, and who 
is either (a) an officer of the corporation, (b) a person 
currently enrolled to practice before the Internal Reve¬ 
nue Service, or (c) an attorney or certified public ac¬ 
countant qualified to practice before the Internal Reve¬ 
nue Service under Public law 89-332. 

;omat»u-o»>-<»o Fo>m 7004 10-Mi 









' / 


•* 
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/*<, £ J. <?/ 6 
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A/fi '-fAflS* , 

//&& C-c>/ir/s<?:c- A/eu A *s<Z. S&. A&/ t . _ 

^4 > V/ /As* ’ * i^A< 't> 


WJ 


s£»>- oertnrgj 


Taxable Year / / 

Coded. 











ADDRESS 
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Natelli'c Exhibit P V) // * /, 

_ . , _ 

{I*’,# ~Q &ysf<f*£3 

//O O Co h ere //CO / s4oe ^ ---• Toxobl. Y*or y 

__ ' ••• ’ - '. Ended . ** A 





























I..V1:-# •» •: * ! 

|n •;* .*1; • * - •.**• | 

4 •. r K it 1 - 

■ m'o- rj 

; • • * ■ • • •' • ? ' ' •• 
t •* • • i . M »r I •»• -I #: I 
i.'t; . 

II *•»>/;.* 1 i-r*!*!. n 

C r-. • ' : *«. U_ 
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;• r • • ' . ...... . *• *. ... •> • '.I 1 

f ; f f l *f » of „l | * 4 V *• • 

f t i »• •• , • * i • ■ # / V • - 


li r I '.'in’j' i l<f; o» j .,i *i >i*> i ’i' !■< *, . . 

.$.J I. VC..I.IU ./.'!;•••• b !'/'■> J ’ • ' • ’J.V.V . 


I te':.^! t (pE»CT 'MARXjS-TlgS^^*,- 1" 

I Ave "B e ; 


-c ^ ;-M * • . 

- <** • / i*y • \ * 

f U - •»!, I *. • ••*/*, 4 % • ». 4 . 

y.c,. 

C :;*#! :.W I • 

1*. CO. *> .0 ««•). r . V. L 
(:.• IRilitKl i; 

, 3,X % r, H I ?■ ,~S 


on ll.a r-c'irJ'lJec .ni o not rr!!i 


p;<lic.ll'!e* lines and SC I 


l.Mi O Vf/'i 


1 Crass or sc'es /.; . .V. 1WT..... - lets: .i.ctjinj ar.d tlitrances 

2 less: Cost of £cods r.o* 1 (Schedule A) and/or operations (ottsch schedule) . • « . • - • 

3 Crocs profit • # • • • » • • • • • • ,*• • * • • • • 

4 Divl^sfl'J^ (ScncJiilc C) • • • • • • • • * • • • « * • 

& Interest on cb!Actions of ti e United States and U.5. Instrjir.cntcJities . . .«••••• 

C Other interest • • • • • * • • • • * • • • • • • • . • • • • • • .*• 

. » •* ■ . ■ • • ’«• • ■ 

/ Cross rcri'C • • • • • • • • • ■ » • • * • • •. • , • • 

^ - • * ’ 4 “/* *• • 

8 Ur c^s r G) • • • • • • • • •. • • • • • • • • • • 

9 Ketyains (Iwsc'-)—(sepsrats ScJsctfu’e 0)' . • 

IC Other Income sciitcii-!e) • ' • • ■ • • • . •. • • •'« •*•*■« • » 

J1 TOTe'«L inrcn.c—Add lines 5 through 10 . '.' . 1 . '. c . . . . 


_ 

_ ■ 

r 


v, / o , i y 




jt 2 O jiT.pt nsilion of c.i'CCfi (ocl.cf^ls E) . •• . • * ... . .. ... . . ... . • • . 

13 S^t.ifics 2 .*dv/i.c*;s (not dcduc'^dciJf4li*rc) • • • . . *.< 

l<t Repairs (no not Ir.ciodc cajiIUi! expcrtlilurcs) . . .* . . 

15 Ci.d debts (Schedule F i* reserve method is used). _; ,v . •. .... . . . ... 

15 Rents • . • • . •. • '• ... . •. 1 •• c"... • ^ • » • • • • 

17 T^>.es (atlach-sciicduia) . . ,‘.V .... y? 3. — "i"'. 

10 ir.tercst . . .. . . .-. 1 • • ’,*.* • 

10 Contributions (cltath schcdjie-^ste instructions for limitation). .' .... . 

P0 Co.ii.iliy c * t hr. t losses (o ttoc h ssf * cdule) . 

21 Amoitirat.. tech schedule) . . ^ . . . . I-b__ .S 

£2 Depreciation . .htctiic G). . . . . . . • • . •«» ... . ... . ... ... 

23 Depletion (attach schedule) . . . ./ .•* i i • *• • • * 

24 Ad.crtisins - • • • • • • * • • • • • • • • • • • • # • ( 

25 (a) Pension. proTit sharin", stock tonus, annuity plans (attach Ponn 2950) . 

’ (b) Other employee benefit plans (sec instructions) . . 

25 OM.tr deductions (attach schedule-) .• • • . /_ ... .. . . . 

27 TOTAL deductions on lines ’ 2 thrcuoh 26. . . . ; . ; . ..... ~ — — f j 

23 Taxable income before r.et opcrctinc less deduction and special deductions (line 11 less lire 27) . — 4-14.5.7^ r 2.ojJL 
29 Less: (a) Ncl operatins lots efedurtfen (sea invtA.c!ions—s**ttach schedule) XH^jfuJ.y .— >"* • . x 

(b) Special deductions (Schedule I). • • • • • • « • . « 1 ■ — —- — - - ■■ * ^ 

33 T.'i.ihla Income (iine 23 less line 291 . . • • '. ... . - 


31 Income tax (Schedule J).'. . . . . ■ . . . ; . . ... 

32 Cred... : deposit:d—f»>rn 7234 epplicslion lor alcccion (attach copy) •. . --1-- 

r • • 

(U, . .'7 tstlmclcd lax ptyia'nls JtfC 4.«ry»)mci>t tiiwcd »» a u»H0 . —.■■■■ — . . 

(c) Credit front lecclxlcd instsirrtnl coreparies fs'.laUt ror.tt 2433) ' . . — -—— 

(d) CrtdT for U.S. lax ca ror.liitfiwiy ;k and ijbo ell (tlL’crt form 4135) .. ... 

33 If tax (lii.a St) Is l:i t «r than credits (line 32). ll.e tiltr.ee Is TA3C DUL Seo Ir.vtr. C for Tu Deposit tyd tea- 

3 '. II in (lira 31) Is Iris than credits (line S3) '. . . . . ' . Inter the CVClirAYf.tCNT hire —-—?— 

?3 filer crrni'nt ct I ne 34 ynu ixr.nt; fie ^tcdlolJGI rsfurslsd to* ..'--Refunded 


< > vr.^r-.n ^ 
LL&MlV.y. 


Dniitr |<nattlc« o.' i>ci|i*ty, I Occur* tti*s I h..»* *i<*mti.Fd ttr-t r»ioin. Inciu.'inu i.ccnma*nylr»ie *cl<«riu’es and sttKrnrMe. «nd I' U»it nf ny 
Snofcift'u* Ji-.j c.iiel It l» liuo, corr*rt. *net connptct*. II fitpifrd by a prison tttlirr than ta«p*/ar, U<; c«;i«ril<n la tasad on alt Ir.faimsi'on ui 
wli.c'i lir |..s' .«ny k.io>>leit£a. • i* '' * '* • 

-“-n ; . \ 

•• r/l _I • btU r sMtciaiardll ; t02S MMiCCTu'vT ITIU'C I. Vf« " • 

tf/AI...6.....iyo9. • .......................— .i.—._._..¥fll.'il:rlCai.tLCi...L.^?l.....^...— 

1*1. Ird..ie.4i»»l' , »i'*r.»l»i||l|‘i»s»l4l ... ... . , MO Ml ,, , 




























'' • 



I. /.r- 0 lirtcM'lH 
UuHiiimi . 


DEPRECIATION (Sco instruction* (cr Schedulfl G) ' 
13: IrcVo no *'\r) In column Z. tnui lhe M.it of other h**h 
icf twt rccumu’»lcd at twd <4 yu<r in cs.umw # , 

I 7~r .... 1 *■ Pr;r»-Jit*«-- 

*’• I V£rl\*i I e*h-«Sc> *!•»<-»«• 


taxpayers csinc flrvenue 




it end ol year . . . • 

Old—Enter on line ?. ruS® 1 


}.!et!;nd ol invenlrry vslutlion 


t. Iisn.l *'a*et 
I i.<t«»l 


I. tmit *1 


t. Jljsi;. i.'.tnu. »sC :-<IjI seroriJy mm.tiei cl tltiB 


1. i« * ?i <«i>b 


3. Si!« (I r.n>il 


J. Ti»?t eMct >:i KcSerU If* 
tc'/ri-lt oolilre i.r-t »l ®* I *•» 


_ u*ix*x' 


i —Lit 


l 10131* • ... 

I Less amount ot depreciation claimed In Schedule A end clte.yliei* on return . 
| Dolancr—-Enter here and on line ?2. r-'S® 1 ... 


MMIMl Cut >«»f 
(inl»n IM) 


l'<UVt #4 ’ 


L'i.'h Tfy. free*. 
u-n «vf w*-u 


|M 0*11.... 

. . .1 L. ivtM _ 


hrref)'.* e/* < f t> ytsrrisf 


>; T? x. ;> * y f r. V r e ”y e if cf J> 7 


\ Total fidJitior«a! f«riet ycjr depredation (do not Include In items bclov/) 


l IOUI BUUHWW "'r—'— . - j 

Duildlny . .. . . • • • • . £ S ~iV)SL 2 1% 01 

Furniture and fixture* ..... --.mCl-.P*..— 

• • • . -JUseiey*_ -*«*■«•-«Jl _ 1.SXQ&. 

lAathir.ery er.d clher i^uipmenl . ■ --1 ~ 

_ LfJ'l-t-l. ~..b7sj.z.& —-- 


Natelli'e Exhibit P 

l f.- • \K (<■ rt.-'iin «• t.> i t' 

it r It.-;-* [ I.r.tl :ti:V. n r r-’-tiC W'.-Ko . . . 

I U f;r.■!:'.■•» it i v'Slioi'.* rtVj ' i la -itr, j dcl.'.iion . 

I G Ff-’r:-:, try-} s!:-*i/ r.v,:4 fsitirn r*:V :t*3 
. ' suijrtt lo 10w/j tVctiiPon (itthen 24S' k b)). . 

6 Cilti.r di.irtcrid* (( 1.11 i;n coipsriticr.s. . . 

G Ircnr.i* (rum ror.tiolicJ Jareijn co*;cratiorrj (Fl¬ 
ue*! form 2i4G).. 

7 rorfljn dWidcnd EtotJ-v? (tertian 73). . • . 

0 C-s ! >t>l"f dK’dany* frc.n iffitlated tret?* 

(ttiiioll 243(b)) «•««. «&..«. 

o ... . . . . . 

10 T)t*t—Enter l.*r« »'.< on lj«e 4. pa?n 1 . . . 


Sclicduie C—CO.V.PEi.’SATION OF OFF.CtftS (Sco in-.lruction 12) ' 
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. .. •. . >■ .. f r 'h ■ ' ... ... - . ••• --p« - -- 

-•.. . ... ,_j__ V jj . JL\ :.l : ' __A_l.. __ 


• t . • r * 

v * \,»: 

• • *• * • 


i • • • 

% f • 

►■ • • • 


. . . . . . — 


» * i i • » * • 


) ^) ,' ruer.trrl-’i.C •. ...» • •• * * .* ». • * •*.?•* .* * * V. ''~ f 

(*) -isx.:»[>«<••!’«**r»<«?. ***riu'+ c .... . «• « • • y*;*, *. * * * * 1 * * 

I.redcl:>.f5.rfi.f<VnC .......... • * • '• * * • • * 

( : i; p.iKf'i t>: r.r.- «v«> c • • .... *'•.*’ .* * ‘ 

X Yrtrf-Ntf to tvecd C5 pr-cct ct (tins j:C. rc-:e 1. Urv the tent of Kitts a end 5 of trill «M*). .... 

t/ -.t limitation «io:c nrl a* ply !a.a year l»» which a net npe'abr? toss ... . 

$ X 05 li-'-Mt >tno 0. fecfiBi'nfj C . . .. « • • • • '• 4 '• * * .' ! *.•*•* * 

^ 0 v :C->,h p.-J on ccnn’n preferred c'.cetJ uf public (nee Ir.structlcr.s tn case of let operating l0i»> . .. • • - 

h V.' •wol'urhel ; C te trade c.* rporctions (not aflowaWe ln'y«a« o! net opcfatin* lot*).• • -- 

C Tel cl ..r-JM d.duitier.e—Aril li,v>s 2 thfVfh t>. Enter »■ vc arH on lire 2?(t). pyn I . .........-- 




-:-*-« |. OSS 

J Taxable intone (line 30, page *>... .***.*. 

V. rmiar exnnp'.ion (lino X, 55:6.000. of Juiux-M arportienrd uniJar section 15CI. whW*fe» b »«***> ..... 

* Liu* 1 lass Ime 2 .. . '. • .. • • • • * * * • * * * .* * * * ’•* * * * * 

t. (t) 2? perce't cf Hr* 1 . .. • ’ 1 * •' •.*! 

(0) f.O [.erctnt of Pne 3. .ft. .... • I • ■ 

(t) If ir'jUip'e iurta* tr.ernpPtn Is c'etteJ onUer section 1S02, enter C percr r>t of line 2 . I-— 

li uer.wlw ('in* A. cr Hoe 26 of wpsrato StJ.tdule D. whieltsvw blwtw) . . • » • ' * * * V* * 

(, |Wije l« tifdil (»IUdi fomt 1119). . • • ^ • > -. •• ; • • • • • • • * * * * * * *.*.** 

/ Ur,? 0 ler.s line ... . . . . . ‘i ... ... 

tl Invasir.ient credit (allaih Form 34G3) . . • . . . . ...» * *.?•**.* *•*-.* * * *‘ .* * * 

C line 7 le»* line 8 . .• '. .‘.'• ".. * * ' * * *.’* * * * 

JO Pcr-c-ul boldinj company tax (artach Echednle J129 HI) . .’. • . • • « • ..* 

il Tax ffomrccomputii.fi prior year InvMtmcnt credit (attach cc.mptitetton) . .... . . . .. 

io Tr.idl.u-7ddl. nti9. 10. end 11. E.tcr here and on lina 31. ra;» ».. .--- 

•• . ■ . a • (4) Vacation! for eir.piayte* or mta.bsr* cf their Urr.d.ttJ 


MO/J g_ 


|| Oaic Inco-p^fftH -—r 

t Did f.e corpai-tlon *1 the end of the taxabio year o*r.i d.ifclly 
1 V) or lndi.rc.iy 00 parent of more of the volirs etccx cf • 

’ ■ .loineatis coiporatianf ... • . • • • •** ta *•“ LJ 
(2) Did any cvtporaV.on. Indiridaal, pa/U.eiehip. l^-h cr »v.o- 

I ci.-.tion it ti c c-id cl the taxablo year o»n diicctly or 
indinatly 00 ref-mt or r^>fe of the corr^fal ane 

... • • •.■••• f “ O N ? 3. 

(for ivlrt of ;lVitfUt'Oft» w* srcl*on e.o7(c).j (< r 

II the ansv er to (1) or (2) b nW »«*'•» a rc>.--dob 
r'jowing: . • < 

(») ntme. idrt’.t, and Identifyinc number; end 

(b) perccrrtrEe owned 

If the answer to (1) at os'* b befuds the tarsbb 

Income (or loss) fru.n line 30. rc;« 1 . > erm It JO of such 
co’f-oraton for ths tax.b'.o year er.dais wilt of t.v.hln 
• ' yojr taxable year. • ’ . * - • 

J Did you have any contracts or subcontracts eublcst lo'^ 
ReneiiCtbf'Cn A'-l of IWH ...... Yes. □ 

II "Yes." enter the cf jfecote C-'C** dutlar amount bi-n-d CJiinj . 

!( .Vr.oj'.t of taxable Income (or lesf) tran line 30, paje 1. Form 1120 

for; 1964 J>L\. _ 1955 — .190 

L Did you cljint a dcductUm for expenses connected with: 

(1) A hunting lodge Q. v.o:Wng ranch or farm Q. f-shlnc 
cam? □, resort preperty rbature boat or yad.t or cthw-j 
jjmiiar laeili'.y Qf (Other than Wt.no tl>o operation cf th* fasllity 

the principal business.) Ves Q Ho pi 

(2) The leasing, t fitting, or ownership of a hotel «ai<t or 

suite'op-ntnicil C. 01 cthef «rhl.-*e vw» us?d by . 

cus'.cnin* or emn'.cyecs nr members of their families? (Other bisn 
i.e tty employee, v lule In baslneis travel status.) \e> Ha {3 

(.1) Tt.e cticndunce of your emp oyers* tamilits at cor.veff 
tlons or liuslness ti.ai.tin >f Vre f*l ■' Ho M 


(Other than amount reported on Form V/-2.) Yes Q Ho £] 

M Hefer to page 7 of Instructions end state th« t 

lYir^ipal bi/tincss activity . * 

Pflncipsl product or se*xi cc./ibt/ ^ 

iff f C-S W rc r. i, pt » T> ic^5__.-^A-V.V-tf-A.*).— 

_- - -—- 

ft Were >ca a mrmi.er cf a controlled croup subject to the pro- . 
visions of section 1161 Yes S »« ** ***** '***21 • 

Yes n K* p • *• ‘ , • 

If "Yes." t?.aeV b/pe cf reteSonshipc .’ . ' ••. • 

(1) pxrcnt-subsldiwy d 

(2) brether-sister □ • • ; ... ' *' . 

. (3) ecmblnetionof(l)andOa(ieotoctK>nl5S3) ' 

O Viera you r<ablo for Win 3 rerme 1C96 end 1099 or 1037 for the 

calender year .. No S 

'U 'Ves," win re were they filed/ . - -..... - 


f Was there any sub»Ur.Ual change W the m;nner of dttrrmlnt 
quantities, costs, of v^vaUons between oponinj and e* 

• * li.vxnttryl < • »‘*.» • • • * • • 4 . • ?** 

II ''Yes," ctlash expfana'-’piv ’ ; •.’. ' ’ ’ 

• * | • . * . * 

Q Did you pay dirWf r J» during the taxable year which you r 
to bn r~*rtbby or wholly ncnte»afcte to shaichohtvrsJ Yer 
(Ere sections ?'Jl nnd »»s»»i» la n corsol-iaietf »• 

hare far parent toiparatie.n and on FonnOvl,'/JFiHe* * 

. far each subsldlsfy. • 

ft Vi’ere you a U.S. tfiMehoUer of any contrott# 
tion/ Yes □ Ho {5» ‘(Sod aectlons Eil r 
I *»»•>! Form .Vtlfi fef rath »»ch cofpofett.n* 















Natelli'8 Exhibit P 


. rCi-.iMt fcc'iv.'Vo 
<i fur bad debts . 


I l.iveiitcrlrs ..••• ••• ••• 

I f.:/l (:) U.S. arid I'.slr iter.-uniies .- 

(i) Slots, *;•! d.vljipns thereof. etc. . . . 

I Other current c:v:ts (attach schedulo) .A' 
f Icons to slockbcldcr* . , . . 

) f.VrtsoEo *r.d real loan* . . ... 

I Ollior In/olnents (flush schedule) 

) Huildint;* or.d c‘hcr f.«cd daprcciiibic litr'A . 
(») Le-» cccumi'Iiicd depreciation. • • • 

> Dopitlabie ricci*.• • • . • 

( 5 ) l css ecciirr-uialed depletion. . . • . 

I le.-.U (net o!i any ei.'iOrtizalion) .. 

C<p A, 

I b tincib’C assets (amortizable <>•>!/)<. 

(a) less acsiur.oiatvd amortization . . . 

; Other tsseta (attach cch*do;#)0' <, ^*'T*f^. 

H l.oUJ A'.oe's . . . • « 

UAiiluTNCS AMD CAPITAL 

5 Accounts pcyeblo. . • 

C Mice*-. nctaJ. bonds pz/iblo in less than l y 1 . 

I Other current liabilities (ittcch zcheduie) v 

6 Loans from stockholders ... . . .. . 

9 J/.lpcsvnotes. bonds pcyzbla In 1 yt. or more. 
0 Other flsN'.ii'v* (»t!3ch schedule) . . . . 

II Czpitel tU (a) Preferred t’.ock . .. ' . • 

• (b) ConiT-cn stock . . .. 

12 paid-in or cartel iarplii: (a’ljcti recortciliptian). 

13 PcliiMi tar.vnsr—Appuprialcd (a.tidl s:hj . 

14 Retained eeminGS—Unapr-repiUtcd . . 

. , - r 

15 trss cost ef treesury *toc».. • 

•O 7c*e' l.,iji;t;*s and espial. I_;. 


2Jx.2e?l 3 . 7 _ 9 ' 


E FE n DOOIX WITH INCOME PER RETURN 


IUAT10N Or CfCC, 


7 Income recorded on bocks this yeir not 
Included In tills letum (Itemla .) 

(») Tax-cxenpt interest 5-—- 


1 Net income per books. . . . 

2 fejrral iaM. 1 - .! lei. ( / . . - 

3 Excess U capita! losses over capital sains . 

4 1 noble ir.como net recorded on books tie** 
jrir (itemize) _________— 


A cJt C J u.lzJr£Sl 


S Deductions In lh!s tax return not charted 
v stalest book Income this year (itemize) 

, (a) Du predation . $-.— - 

. (bJ.DepWDon . . $-- •— 


5 Expenses recorded on Lacks this year not 
deducted la this return O'-cmi.-e) • . 

( 0 ) Depreciation . . • * - ———— 

(t) Depletion r • • -______ 

Uc-fc ?<cd?..D67dkX_ M.M.'LK 


■Imc 6 less 9 


10 l«enr (U 10 


Te'.xl el l:ncs 1 through 5 


Or UN7J > l‘*torf:iA1C0 HCTAINI-D CAflKlKCS FEN COOKS (lino 24, 


ALYSl 


5 Diitrlbuttone: .(s) Cash 


1 Estance r-t Leslnn'.r.g of year 

2 Net Income per hooka . . . 

3 Other Increases (itemize) .—__ 


ft Other dectrsaea (itemize) 




7 

















,r- •• -yv- | 

* • •••>». 4 .-r * 

itlM L..' i. 

.1- «..* ■, 

* - 

t;»ll,e. f. ' T 

re 

t. ;! I’ jn t r * 

• ..5.-0^,' 

^.t.o ai* I rxi'tczi i 

Kt 4,n c iv/jt. J Tt. 


4 , \r •* * - '•• «»•• ■* r •* •!• r -V • 

•.^ . «• « •* ^ *< ’• #W •• w N / • h V v » (1 ,»• <• <* • # s»* '*.••• • %0 *.•» - w We *« -rf* v- .f \j , 

tb •*" AlTACIil'O tn VO'/'t TAX . .'. 


i!C/ x • v-. 

(?' .1 * ,f 

.ac-vriy / 


//00 Ccum:< ;ieuT ,-?vc»o-j f/.iji ; *•■••.' '** f?M c* r K rj 

___ Os!osmir* toil, j:<r.—* 32 ._ v • ~~ ... » - 

X liwcilnjcfi* in new <»•*<* nvJ prorv ty ! n . -«n^ IriWilmtnl in MitpMilM period property • • • 

11072: lnrl«.'i!f: you; tii: ;o cf mvcs.i l in ,'j.cp'Tfy Ly .1 partnership, cst’te, trust, .*.itinll business corporation, or lessor. ' * • 


. <■> 
lift iii.i 


<0 

Uit c. tnU 


(3) 

Ap.-lllt'j'. i*rtl 


. (i> 

Ir.Mle.ll 

(C<Jvr>a 2 1 o'urr.n 3) 


33%_- 


< W ircre 1 ut it: 


NEW 

pNOi’KKIY 


.U&ShXU. 


C or r.o:c but Ijsi t v re 8 


.1 ci ir.:re 


4 c rj;c bvt lt:s Urn 6 


ft 01 IT.0I5 bo! le.i 


65% 


8 n; ncit 


?. Total Investment—Add lines 1(a) through (f) .* .. 

3 (a) Aincur.1 oflnvcstmei.t on line 2 which is attributable to suspension period property . ... . 
(b) Aiiuiu.t of exemption fiotn suspension period prop-tly (cost of suspension period property 
In column 2, lino 1, which is selected to be treated os qualified pro p-rty—not to evened 

J.23.C0D less any amount selected In p:ior year) . . ‘. . . . . . I ~ 

(e) Ent:r !n column 2 below the amount of investment on line 3(b) according to life years: 


0) 

Ufi )irt 

C) W : 

Cc»( v tuH 

<« 

(0 

(CcKin. 2 a eclun* I) 

1 

. < r; i c:? L.l l.v; l .jn C 


o3y f 

* 

1 

6 of n.c.lt ji I'iif.raS 

• 

CSV. 


1 

to.Maare 


ICO 


: 


(d) Total *'f column 4 . . . . . •' . . . . . . . .. . . .... . . . . . 

4 Uno 3(c) less line 3(d). . . . . ... . . ..-. . . , . . . . . . .• . 

li Total queued invv.-slir.ent—Lino 2 less line 4 . . . . ..'■» . i . . ' . '» . 

G Ter tativo investment credit—7% of tin? 5 (3% for public utility property) . . . . 

7 Carryback end carryover of unused ci«t;t(s) (attach computation) . . I 7^1 i‘. 

a TOTAL—Add tiers C and 7 . ..' . . . .£_% 


• LIMITATION •.; /• * • . v- • *. 

U (a) Individuals—Enter amount from line 12, page 1, Form 1040 .* . .’. . . . . . 

(b) Estates and trusts—enter amount from line 25 er 26, j ag* 1, Form 1041 . . 

(c) Corporations—Enter amount from line 7, Ts* Computation Sa. oduie, Form 1120- . , , , t 

10 Individuals, estates and trusts: (a) Foreign tax credit ... . . . . . . 1 . 

• * (o) nctirc.mei.t income credit < . . . . |_ * 

11 Tctsl— Add lines 10(a) and (b).• . . . .*•.. . . 

}2 Line 3 less line 11 . .. . . . .. . • • ~. 

(Married persons (.ling separately, aliiiiated g«oups, esta'.ci ar.d trusts, see instruction 13) 

13 (a) Enter amount on line 12 or $25,COO, ntiichcvcr is lesser ............. 

(b) If line 12 exceeds 525,000, multiply the excess by the applicable pcrccn'ago determined in eo> 

cordonce v,ith Instruclion 13. . . . . . .i .' . i .... • 

14 Total—Add lines 13(a) and (6) . . . . . . ... • •. 

15 l.c*s 7% of line 4 (3 for public utility property) . ... . . . , . 

16 Line 14 Irss l.r.n 3 5 • . . • • • • • • • . • • • • • . , . • • . . • 


Mo. _ 


_ HAAS. 


or linn 1C. whichever is lesser * 


Enter amount cn line . 


. , . C.2HCDULE A 

II srjr fill o( ycur hvtilaier.t m 1 atia.e nit m>i* tf * pjitnrnfiip, cildt, tret!, imill botinrst corpention, or Irttor cor.ipl*U Ihi feilomlnc: 


r>»(«itr 


|Vn:iitih i.i., lo»t. *'c ) . . 


tl'. |H1 


66 >A 


100 
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Natelli's Exhibit P 

^ (J\r.c l 'iiL?~. l—fl— 

■ . * • . • ■ .. •. • • 

HAMr J\h^-J<} rt*- 1 

Sx--bn*f$£>3 

, r nRr «« 0 C-U/) Z^V C /Itf.C 


• _ » * • i ■ 

.» Ended /Ivy i>f f. /f7 CJ 


-.-—-— -- ---1 


• . * •*•".’ • 


jTm ■/<•■»/**>< h '/~d Y_Zicll£_/k*?tL'J.a veLSl —£»f:— S.Jji/./ia.l 7- 

-Jv^ « y <» /• „ A-fw't!. (\ o P 4 o $eif<* a’ f i~f £rY\ _ <L-OS^TiL^l^. -1- 

_ !&ljx0 g .,o o^zk £. f^jrj^je fa'i'c d o )C- 

_ /J dj o'.'f'lA ^j^tj C^L^LxiT-C_C<Lc}'XLC - 
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Natelli's Exhibit P 


uamc >Ui uv.\‘\ dcrjt- \\ht:Lny^C.flr.p.a/y\Jir6jy 

f r. 0 RC5s Jjp-O-C >. -1 'J f!c r'v.< «..*/_ •-— 

JALa.j./i t n f-t-2iJL^.3_6» •,- 




^ S.C: l±C J U. Lc*—P, _ 

5>- oz'iSZU! 


Toxaljlo .Yf>or , 

Ended/) i)'/ * ? r 3 


iSSXit 


/ 7 3,7 
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Natelli's Exhibit P 

U/.UZ.M(ILJjP<\.o •'t—tL'KC. /r.c.'/'oVo _Or/!o /LoX(ob 

adl>i:css„/_/^^._ _C _/?'/If C 9J* —//J/.CM>!G v _AAl W.*-■■— 

lOf, r /; / /■>* n'~)'o 11 . T) _ *3.-* P^. 'J2 Ca - - 




J x.c i liid—RrJiSLtin 0.1 .P-f.cpart/. 

ajt-bL-C r *Ay——— 

_Po._V^JJ_j£^Jd'.?X-1_-:--- 

0 ~hk i~n.)- g J cur\A—l i£CLi\ACJi - 


S>xJi?A i ; -» 

a'X- «5.*ls^6.3 


Taxablo Ycor 

EntScd. /?» sf..3/// /63T. 


q^nidLuJilfyi —£L/-/0.Cji/JL- 

# I • 4 

TA . < p A y «•■ /• C le e. TS - J'n 'irt' OrLLl-A— £-£.<}. 

(Lf.ji£>2S£ _ ityc osse J _< 7 JjJji A quc.«- 

p sjjj/LJIJi It. bJ= 3 fc 


w 


cvr ncu no, »« 
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Natelli's Exhibit P 

HAWK J\L\n OJ1.1 V. <J .<. ‘I 'h-Cl * _ ^rJ’.f.pjJLc^hjs 

AOUHCiS_ i).oo__c fl n+i/if. ~h Ac. ‘>±_ fl KC.M V >?. y _/V. U)^. __ 

1a/ A s fl t~\ r.'h I!H , ?).('■ / _d j3l_C»___ 
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'fa- os*,'Sell'S . . 


namC 


('I'L'I'ion i_ SiuJc_ t \1l-£3«jL}xc.ti A CjfSo.fJx ilLP.n: 

\ V * * 



CYfHClt 
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Natelli's Exhibit P 

(• Ci'i *—C.cc' —_ 

kvjxm^ILOA^C'.' 1 n f'C. (Jlir^.f-jOySLn v.<l, Jj.&Ox — : —.— 

lll_*\ tht^^Trcin. _ ^jPj2.3-(3 -,-- 

* ✓ _ ___________ 


fya ctrt c i I> 0.^1 f>A A~f J~r*( Ol' )q. /< ✓ b 
l~ » n e. 51 


__S a / r y Q. >i p.r~jxi.(Z 


,^c/u:{fsi/*". __ 

GXrOMf C63 . 


Tuxoblo .Ycor 


Ended /)a<] V SJ Zf/.}..%!*. 


Jj.0£_ 1- --- 

F z r/s'S'rr/TQ s /£r__ _ Fs.<<°~lF 


Dc£c sjcsuL-axo. / ksLii^LS^^^jaAlstxicci 

.De£:a!^i!i£g>Xja^fti-ca ~ V. .gf^xcg- 

-D L £Lr_»~.gjj—jP-C t> 1 cA-gVl-1.!!! 

Pc £ p<^>d rt'tar h’ci’int j 



r.+fonr.i' ii>e o f/j.itYv netVf >V> f-nnrti.t.i’id,i _ lulihsi. 

c. ■£/■* axJir G—Qj/i u h^ji txinzi>£tJsjft— 





























Aoonrss 
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Natelli'8 Exhibit P 

['I (\ A L Si; J »i t A?,, f i r \'“A /h 

, rss J./- 0 0 C: °_rl l ,<r 4—t- ±L l i£- 1 J)tJ J Jj __ 


tU ct $ h ir) /: 


_ rLfrJls 'hr. /o -7 _, 

Toxoljl<*.Ycor . 

Cndfd.//.*/ 7 v.^.7! 34.tf.65* 




jj Lirt.tJjE.cofi IcLyjyic.tuiA.tfjtJj: C.&JTmf‘ fvf<^.31 lc_« 
//fl e. , AV U>«___ 

lU C l 1 hin j’f't H ! ~P ,_C_M _ ^r-P-Oj^Jck ___:- 

(L.o'n p.juJ a h r llrirk* - - — ■ 

lo 35* *<•« <‘sn ri /^ i; g./we _ 

l^C - VJ f\ j Alt? HJ Vo' it / i _i— 

4 k i-> /r~n tjt /\>t J SlJ r </t'<C. _,1*^_ 

1 3% /^AlXA-Ji _^ cTC.<^t -1--- 



cvpnett no. koa 




















:'A / S ’ \ 

• •*-.. r... > / 

• i. T«• # •»>f * •; 1 

<*f .e* .• .-. • . • 1 
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Natelli's Exhibit P 

I ; 2 . I u / i | »• /» w ! >. T /V * '•» • • ! . : i. -s * s . / V. , * * •.»« V * .• 

. . • • • • 

Ul* ij.sri*. it; Vj. ; v. ;t ..oi.i.v ;s ! .i .-I 

iV.ritf £ Cf U.K CO •. i (b) cf tl:e fnftjrh.' | f;t .•.♦•me Crd') *?.-/■ V,*u • 

CTr.: l Vr tj i.:s 
file « It • '.Ci 

!u:m in <’. * I ;ln th? s>«i,;»:ic:l with tho Intur.ul iLuve'-wa c»fii.:*a vit.i v>nich ) , vj p.-i; j io 

:ir,e t.rx tefurn. Attach Ihc ilppiir.aJo cop/ luj-ptir income t'x ictdin. v • . .: 


fpii-j'.in; is iru 'e for an automatic extension uf 3 months for filingcompleted return or.thc ccrp'-r jVion named hetmv. 



irr.e uf fn.'j orstion ; ‘ 

■ Urn;!oytr idc^tifioHoa Hi'ml-or 

.£r*'&e-/?'r. y^Vi'>/-v,wf £cn\'tte, 3* ( 

• 

ir.it*cr and st’ect. '. . . v • 

Cf.icl; XytK el return to ts f.ladr 

* • , . • * • 

Qf Form- 1120 V 

//.*e Co^fCr T'CerT SSv.C ML'). ' ' 

Q Form 1120-F 

ly or lovr.l, Slril*. ar.J ZIP coJ* 

0 Form iS2CV-L 


0 Ferm U20-M 

f/.) A ? muC 7*t) DC. y.oizf. 

0 Form 212D-S 



, Docs ll'is application ;lso cover subsidises to be incluocd in a consolidated return? Ye* 0 ffo ■. 

If "Yes," co.mp'cic Die fo’ic-winp: • ’ • 


Employer Identification No. 



I An feniuunt rot less than C-0 percent of the tax tentatively determined to be due (tine 2{c)5 must be deposited on or before tlie 
original due date of the corporation's income tax return. See instruction* for depositary method of payment. . . 

•••(a) Tentative amount of tax for the.taxable year after taking into account any— * •• , 

|.\ , » , lt • . • . . * * i . •* 

.••••.. Foreign tax credit ' ... • .• . | ' 

Investment credit * ; . • r ' * 5 • 

Personal holding company tax -- c ' • • • -: . — r..... -r~— 

I * '■* Tax from recemputinj piior year investment credit ' . » 

• ' Credit from regulated investment companies • ,■ • ••.-' > •' 

• Credit ler Fcocr.ii Lax on nonhrghway gasoljno and lubricating oil ■ ‘ •. /• . * . ;• 

, (b) Less: Payments on declaration of estimated tax (include amount of preceding year’s over- j jfrtjiF 

. . payment allowed as a credit).. v '. .. '. ... ; . . . - /? c __ 


(c) Balance due . ..' . . . . . . .' . . . . . . . . . ... . .. L_1_--. 

(d) Amount required to be paid—not less than 00 percent of line 2(c). See instructions for \ .. " 

depositary method of payment * ... 1 Ae/vfc 


SIGNATURE (See Instruction 8) • . • • 

Under penalties of perjury, J declare that I have been authorized by tha above named corporation 10 make this application.. 
hat to the best cf my knowledge and belief the statements made herein are true and corrcct,.and that I omt. Q an officer of 
ho corporation; 0 nn agent enrolled to practice before the Internal Revenue Service; 0 an attorney in pood standing of the 

ar of tho highest court of .„•.....j or 0 a certified public accountant duly qualified to practice In 

. . . (rptelly Ivrlfdiclton) . “ ... ’S •* *’• .' '. ‘... / o 

'' V-;0 '.yV" ‘Of*;:,•‘.v«’**•? 

(Spdll/ JurltdKlion) * • . • 4 *.t •..•• • •.-. v. j. j/ v • •• 

• ‘ . < ■>'< x r '• ^ >s.v/%..• **•* * 


( ( Vn«ltfl() • (D«|r) 


• A Copy o! This Appiicaliun Must Co Tiled W.th tha Ccipc.v’.ion's Con.-Uted Return 


• ‘ . . i... • lain VLs»4 |f.i», 























E 509 


Natelli'8 Exhibit P 


v O 


1__ .*; t *•>«** • i .* 

• . *• f* • • • •# • • •* »*••••«••.%• * 

» '• * * • — • • ••'»••%•««» I 4 S . C • • • «#•«••«( 


# , • 

% . ' % »*« •W !• • « 


w J •*+. «> T m L : • ? (.NNw«uC'l Oh 


N A?..4. A*. .• - • 

aA-... 
//.».• . .. 
(. I . 

N AWC A*.U -I-,. % . . . i 


• • • '■ , , /•’)>*•#* iViMi * , 

• ‘ . . ' * '*• ' ' . . . . * • • 

■ 4 L-J (!•!. CiTATS TAX XiTu?., 1 *. . • • 

• ' ro8a«< 

. i-, " /TV?* OlVlil.il J ; : . 

• *.■*•. Cj u.i. ci?t tax ss'rofts. ?ca« 7w 


* ./ V 

' • . , fM J- . 

>t. . ■•■>•> SC. 


CRT AGGITlGHAL eXTCW^OS 
FORM U30 


TAXACLC J-CMGG 

• «... * 

H CALCXDAR tear ._1__ 

I 2 •‘ : i‘-ca*_ year c.o;ng * / v 


^aTcIk^ Cx niC.%. u-T ui TO 

yc7/^y /r,^ ? ‘ 


i T A T «. \ 


Z c .J 


• * T ***v 


^ ^ » « * 


-- -. r _;; T.-.r c.ia:<t:.vC g.= ix72Ki:cs wui. :;gt is anyva'jv 

p: ?SGV!D'iD 2V LAV .-G.~< r Al'-'jr.3 TO ri-3 A 7 Aa SSTL.^rt N 

%*% m +7*VZ KtVCitCf • • . |P A *^ . ^ ' 


Kt'JCttej • ^ ■ . m ly* • 6 . m • . 

* *.f •- »’ > ^ C */' “4 ! ' / A / 

• “ - • I ■? / z/ / > . 
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NATELLI'S EXHIBIT S 

LETTER FROM MR. NATELLI TO MR. PARKINSON (9/5/68) 


Soptoobor 5, 1083 




#. • 

• ** , 


v*. *• >. 


,. . ''»■ * . ni- • •„ •• v *1 

« • • • • * : 

... • . • *; # • * • : i- 


Mr. H. Everett Parkinson 
Partnor • ., . 

Arthur Andorsen U Co, 

815 Connecticut Avenuo, H, W, 
Washington, D, C, 20038 

• ’*.*** 

Door Kr, Parkinson: •- 






' •» V • *' V*• •’ : tf 

. . . ... ... »•••.•.• •* 
• • * • • 


• V • : VV: • - ’ 

• f •• . • 


. . ■ . 

» */ • .* • 


Door Mr, Parkinson: • . ’* ’ i- ..'•’ 

’• ‘ ‘ • .. . I: 

It vas a ploasuro to talk to you yesterday and I trust that vb vill 
bavo tho opportunity to moot in tho near future. As diocu3sed with. . / 

* you over tho telephone, could you ploase confirm to mo that thore is . ; - t "■ \ 

no professional reason vhy vo should not accept appointcant aa • * v* 
accountants and auditors for National Student Marketing Corporation, * ' ; 

. • \"r • V/** 

. I would liko to take this opportunity to thank you for caking available ‘ « ■ <• 
. to us tho various files of working papora' pertaining to your previous . /• 

examinations of tho eubjoot company, \ .*> : x . : V*:... A- ;* 

• ’■ .i--./.;* *•*.';••• • w " *•: ; • *’V'**•.’ 

• *'• Very, truly yours, y *.* .* 

i v *•: •;'> v" '• v ... . 

r.- f V. * . /•’: v" •; ,*;‘ l V- V.> -/ ' v'• KAT, MARWICK,' MITCHELL & CO, 



• • •. *. • * .".v; . *•?; • , • . •• • ••v’ ' •* '• -'l 

I. , . • m • •• *» ' , ' . • • )• / • . •• ■*«.. », • #•' 

. '• 1* ;Av / •/•. * 

,*■ •'< ••<••...•’ , *’ % 

• * • * # , • • • • , _ .* i , » **• . i* 1 ' *• 

• . •, .• ..*•• •... .*•• - • •• •, -.f. • ? • * ■ 

• .. •/•...• . * • . * .*.• ••• f . * . •• * 

'. . • ‘ . ■•.’ *.. * •'.* ** •« •• 

• *. 

■ • ' .. ’. 


808? 
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NATELLI'S EXHIBIT T 

LETTER FROM MR. PARKINSON TO MR. NATELLI (9/9/68) 

ARTHUR ANDERSEN & Co. 


.. IU& .. JIf 
.. TJ# .. g .. iff 
... Ml.. os .. 

.. sr*.. 0 .. ess 

.. JM Art 

.. Ktf .. a. ... M 
JJU.. # ... vu 
m .. ...in 

... CUT .. fILE 

Mr. A. M. Natelli, Partner 
Peat, Marwick, Mitchell & Co. 

1140 Connecticut Avenue, N. W, 
Washington, D. C. 20036 


815 Connecticut Avenue,N.VC 
Washington, D. C. 20006 


September 9, 1968 


*//<. 


fhxcf* t O 1J 


J^is 


Dear Mr. Natelli: 


Confirming our recent telephone conversation 
and in response to your letter of September 5, we are not 
aware of any professional reason why you should not accept 
appointment as accountants and auditors for National 
.Student-Marketing Corporation.- 

We will also be very pleased to cooperate with 
you with respect to opening balances and historical 
details of continuing accounts which may be contained in 
our audit working papers covering the period when we were 
the Corporation's auditors. 

I, too, look forward to the opportunity of meeting 
you in the near future. 


Very truly yours, 
ARTHUR ANDERSEN tc CO. 




8083 
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REDACTED PAGE 2289 FROM Ul MARKE FOR IDENTIFICATION 
(BINDER FROM PMM CONTAINING DATA OF 5/31/69 PROXY) 
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DRAFT NOTES FROM FINANCE COMMITTEE MEETING (5/19/69) 

DRAFT NOTES FROM: 



■*- -j/Cortes W. Randell (Acting Chairman) * 


Zlf&ijcihn Stalick 

-• - ••*—* ^ — ~~ ->»' •* .'•*•, •'•'•' *■- • - • - - - - - B 

- ■* -- ^C.'*V^5.7 4 -'^V. .2 ’._ £ /*. • . *, .. •'*>• ? \ • .** . * 

' CORT — This meeting is well over a year overdue/ Mot like .the article 


: •• :*v V %r ~ 


~ • on Automatic Sprinkler - where they : h"ad this kind; of a meeting > 

• ' ••- ' " v t . .. ■ 

• when they had §220 million sales.- . • 

tv - r • r- . . • . >• , 

. ■ We want to present some semblance of order today. Success hasn’.t 

---• ' • ' . ■'* • *.* '* ' . • -• 

~ been hurt by being overdue; we*ve been lucky. Things should be 

planned veil. Luck should stay out. . *";• : 

This committee must have lots of authority and power. We will 
make all decisions on go or no-go financing, but will stop short 
- • of go or no-go on acquisitions. ~ - .. I 

We will review Bernie’s statement of how tWs committee should 
operate. We will have comments on Jim Joy's statement at the 
next neeting. We will pick a chairman who fill be responsible 
in the future for all meetings. Minutes wiU be taken on all 

actions or decisions. * .. 

*. ’ * • • • • 

Meeting schedule will be decided. We will met lots of times 
in the next few weeks. All budgets will conac thru here and then 
' go back to Individual departments for explanilon. 


* 

> 


* 13 1'yi 




s 


\ 
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(Core cont'd) ‘ 

Roger Walther will be in charge of the budgets for Arthur Fromraor 
and John Pirie arid World Academy. '*.*.*’ * / : . - . •' • 

• : :"•* * ' : V •-•***.-..V ■ ' **! * . 

Don and Cort will meet on all the others.- " .» •- - 


• ! I*. % 


.. . 


(Jim Joy's statement was then read and mentioned as good material for an 
agenda.) - . .• V 1 ^-V,'->s... .y r-v'; ;: _: y t_'T—.:L- 


Core 


All ‘is the hey word in the statement. . . h.V 

V- • ' - - • •* 

• Meeting schedule will depend on rate of growth.-: . ' r .-'~ ' ;*' 

; yi*... . . - v; . . • . ( i "*- 


I would like to have financial reports from now on, covering: .- 




... . _. .. . " • -fl*;; 

• Cish on Hand '* ~V- 

' Cash invested in CD's' '-'v’V • . .. ’•* 

Credit line - how much has been used? - v. 


-■ ,-;.v .-.v-- 


... We should allow 2-3 hours per meeting. Would like to meet every. 

r&- v;*. >v 

couple of weeks — perhaps next Monday. We can meet weekly 

* ../ • • ’ t • ’•tr- 

until we get caught up. We will meet at 3:30 every Monday for ; 


the next several weeks. 
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EXECUTIVE ADMINISTRATION BUDGET 


Total: $308,000 






' Lcfjal fees: $187,000 (What can we do to lower that fee?)' • 
. , v, . . Quarterly rate is $61,000! * 

• ' , • ■ , t • • i • • • • , # • L * , r . * 

• 1 - ; v r '.■* ‘ • . ■ ’ . .LT..' v - .. " 

Roger : How many Ceneral Partners on that tab?. . ' . • ' - v . 

Cort: Right now — none*' This Is supposed to be reduced billing time 

• • • . • :•*’.* - . ' ' • . . . * • 

• * v . . • • •* t . 

' » . right dow. Maybe Jim could say something to then. In 3 nonths 

time >ju have 60 working days-$l,000/day. For this amount we 

.*/ ■ Z-- • ' ‘-•W.T.'**-".’- \ *' * ■“ ‘ ' ‘ 

could have 3 people full time on our account.. We might, after 

* ' ■•:••• ”■ 

"this acquisition, sit down and point out that NSM/$5 A Day ... 




(as a unit) could carry some weight. Could ve do sonething 


about that billing? 


-• -•.Jr..-.-. .... 

Eernie: Could we add to our staff? 


j.,' .. •• ^ •*. ; - * * -• . . / ; 'i . 


John : There are a lot of legal questions -** White & Case can render 

• fJw--'-;-- .* V \ r -V ••••■. 

... an opinion; John cannot. • ., - . * * - 

Cort: For accounting purposes, most of our legal work is- acquisitions 

.which can be capitalized.. This figure can be lowered by approx 

.. .• • . « ... 

$170,000. Direct charge on the books is at 90Z rate. * 

Don: Are Garnett and his secretary’s salaries on this? 

Bern: No, because Doug’s time would have to be apportioned aid not 

enough would be gained by all the paperwork. 

PUBLIC RELATIONS BUDGET >’/•'* 7V ; - • • * . - 

Total: $45,000 * * 


Up until nov has been $2,500, but usually Infoplan socks us 
with $2,500 in extras. New firm will be between $5-6,000 with 
small amount of extras. Bernie made an analysis review of • 
Infoplan’s.work,September through latter part of January, into 
February—everything they had done. The total amount, after 






y 


/ 
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. . • •••••.. • ' 

. allocating how much for various things individually would be — 

• ’ , *'* • * , • • " 

80-85Z of the material was press releases for acquisitions. • 

. • ' • ■ .* » •(' . . , - * ,* .** •* • * . *.*v 

" Again, we can capitalize this as a cost of acquisition. . 

. .AY v. •' . •• •• ' • '■ j. • v J.f • 

/.'•'Farleyllannlng is new pr firm. . “ •/>- ■ - ^ 

f~ vTv • . * -> ■ -v-t-V’’ *v[?: k&t.- f-,.. 

Roger — Could’this be done lq-house?. . » . r*.. 

y„-.~ 

Cort —First, you have to find the man.’~;\:.>*-.V~ 

_• .V-V ... - ' ”*v '1 **VL ! ''i '• 

If we can continue to defer all but $5,000, that means we are v 
only expensing $5,000. '. V... ' 

' **'*-'^~ * **‘ “ • • -*-• •> * • " r • T. ’i • •. ^ r*V«_!-/ I'r-JV*'l.* 

Bern — Analyzed everything Wilcox & Williams and Tnfoplan did item by 

. '• -y^“ 'itea -ir.'*!■&#*. 

• '%.!!- * -— /. • **w :•■.* * * ;■ v. •• .*» *•*-• -• - • •; . -T* :*! 

‘ V /V\ ** *• * ' * v — -'*• ' *V • •. - ■ ’.*7 ^y-;. *£ 

Don If you take a guy like Garnett and-his secretary, John Davies' 

and Joel, etc., you could capitalize! .the whole department. , -.*1 
Cort — Youte probably talking $60,000 savings.- The problem i$, ve 

have to get Peat, Harwick to go along on it.- The accounting r 

•• - ,.i .... . . . •• .... 

logic is there. Peat Marwick must agree to it. They're just > 

not maneuverable right now. y-.' . ■ 

** t * ****'•• *.<?•" 

Roger. — I don't get the feeling that Peat, Marwick is viewing our T ' 

account in an aggressive way. They could do more than just 
acknowledge a problem exists. ' _ • * ~‘i . . »*' - ' 

Jim I agree with Roger and Cort. At this point we .Just couldn't. 


consider a major change. 


- • . • • .V\ 


. iCort By next fall, after.a.decision is made on the year end, we could 
take a look at that (Peat, Marwick situation). We get 1/3 of 

- what we want. - __ ... *. • . ■ .’ ’•* •• 

• * * • * * • 

Bern— If we can get one thing (contracts) turned around, their view 
. . would be a little different. 


- .. 


J2!390‘l 


/ 
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Cort —Program Revenue: • $2.8 million .* . •.• ; 

' j I-.. ’ . 

• . . • *• Cost: 1.2 million - J ;.. v;!. ' ' ‘ 

‘ Lock-In: 1.6 million, income . . ’ \ - ... 

i • • j **" ‘ * . * • . “ •« * • . * . ’ . . t % ' * 

** ••*? -.v # — .-.*•• • «* * • . • •• •*;.•** > • _ • . . 

' * Net Net is about $2 million Income. • 

-,r ^ .. • u mm*. . J m, . . _ * • . . u m . C . , 

Bern—* The figures are built up on the blocks all the way u£ the chart 

Cort — $2 million income would offset $1.6...$307,000 profit before 

• taxes the way it stands with the present budgeting system. *• ’ * 

•’ ‘‘‘7% >~' r •• • •• • * ./ 

Bern Fixed fees must come in before August 31 yiazxeadx to contend. 

/• .v*rv.-i"• •. * •••. •*-•; • . . • * X- . 

Everything we knock out today will reduce that $1.693." 

v‘r* • > . •- . — ‘ ***- 

Don '— That does not include subsidiaries. : * ' *. .“''li'-i. 

Bern — That's right — only parent budget.vv . >'■ .-'1 ; . , / "' • 

Cort — Present annual profit of $1.3 million. •. • ■'! - 

- - . v-/-- 

. • - 1 •“ • • • . ■ . . . « • *. • • f, i * • • a. 

• - Parertbudget was $800,000 . '•• ; v .*• i- ^ 

‘ Loss shows $1.2 million • : - V * ' *' V . 

' V- ! * 

Profits: $400,000 before taxes - $200,001 after tax earnings. 

* . * * . . •• 4 • • '* 

We must figure out how to improve that! 

We must really go ahead and put pressure m Dick Thomas's area 

. and also on acquisitions. Ve're $800,000 ibvn for NSMC. We • 

can look at acquisitions and then at. Don Fergusson's area. ; 

Jim —- The key to our salvation lies in two areas: 

Cutting expenses 
»• Increasing sales 

• • * ■* '.*’• ' A , 

Cort — Based on certain acquisitions which we have made, we are .... 

In order to Veep our image that we have to rjrove ve can make it 
on our own. That ve're . not Just a conglomerate. 


. .. 04 P Z 
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$45,000 PR fee ’ f*** •. 1 ^ ; • 

- •»: V - ; • . *•’ t. *•*'*■.*“ * , • • r Z- • • 1 . w • # 

* . We're only expensinglapprox. $7,000 In reality. - ' .• 

' .PR brings U 3 about 1/3 of our multiple.. Performance 
- .-'.-v ‘ *■ brings cs the other 2/3. •" ... . • = 

Roger The activity by itself nay be newsworthy. Perhaps handled _ • —>-•»;. ' 

■ *•. - ; V-. : <-r 

; . better internally. ./v'.t•' '..r-’v ' : .Y.-• -£f. : 

r or t I'm not turning down the idea that we should hire an in-house 

.. • . • .. ^ , ■ • _ , , r < ■ . * • . ■ ^ «*■»- y* *. • 

PR man itv addition to the outside house. ^ \ ; vi-v* y>*s i 

' 3 f ' I*d like that $900 investment lunch fee to go for club .’•■•Sf' 

. , *— .«** *'•. * * * -i«. • - - L'J 1 . ”V‘*V -f 7* ^ 

r • - r vr r \ . ** -» •••;.■'.** ♦ • S-• . •- - - »_• * .* > v.<v V 

•' ' nea^ership*. :Y C:>' S : Y.4^ 

jXM: Should be the Wall Street Club, or the Broadstreet Club. yV'j*- 

- .. '-J'-.v. : • • - - •• fyvi;-..*»£>4..vV.»>$:; 

Cort •-"Both Jin and Roger should loin clubs. *•>', ^ 

* .k. r . -2-> *• - * . * r V ^ .’ill 


$308,000 with reductions - $99 


,• ■ * •*•■: -«V - v': • y&b*' •' 

Ln cXubs• -.a • * - - • •—. '■.a 

>9,000 v-;:: S * 


Don- ' What about expense for Annual Report?,-- A- 
Cort Should not be in for 8/31. ’ ' .. *** 1 

Don Where is Carnett's secretary? • :'lA V- , -:W: ^ • v'• vv• 

Bemie -Budgeted into Cliff's budget. • ‘.’-r^V 

Cort The possibility of Doug’s salary being capitalized will be . - 


brought up at a later date with Peat, Marwick. 




'• ■— -vJ * • • 


v b.*r\ 


General Counsel — $40,000. - • -. * -• ••• 

• Budget seems reasonable (all) - ‘ -•**, • : 

His library expaxsaxx can be capitalized. Cut $2,000 off library 
expenses..'/' * • . 


23,300 




I »;1 
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DON 


A1 Hutton's “■ $146,000 




$23,000 Production •• • .J ' - 

41,000 Outside Services 

5,000 during June, July R August should be cut to $500 • 

• • •* -as there isn't enough action during summer months . ... 

(with exception of NESI) ; : 


May - $6,200 should be $750 


April - $2,000. 


September.- $1,500 ' ■>] 


; •;* r.“' 




Cut arbitrarily unless Don comes back next Monday and says 


that they must be higher because... ■; 


Cort . Expenses must be allocated to proper department or program. 


■•/Wl 


Can girls in mailroom take up slack during summer slump? . ~ 


\ 


Travel and Entertainment (Hutton) - 


I'd like to make a general statement — "I think k 25Z on 


all departmental expenses could be attributed to Corporate 


Affairs. 


* .... •• • • 

.Roger Is there any check on travel expenses here* 


Cort If they're within budget they can spend by themselves. Over 


budget they have to go through a lot of approval. 


Bern We have It set up now with 26 departments — VP level has $5000 


commitment level, $1,000 at base level. As long as they are 


within budget they can approve, other than that it must go 


thru Don and Cort. 


Cort I would like to challenge $450 for Oct., Nov. Dec. 






\ 
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DON *' I want to find a good guy for that department. It should be 
- ■ two—deep. .j. .. ... •' . - .• ' •.•• •.•» ..•• 

Core I want to pick a target as to what HSM will do August 31. "• We' 
have to establish that we're now at $1.7 million loss.’ We're 
- - currently at $400,000 loss for the entire corporation. ^ * 

Don Do we keep building and building or do we.stop and take stock? 

- The whole success of the right hand side of the chart depends 

- • ■ J • •• ’ s'HZ.'.- ’ • •" ' 1 • '*••** . •••«; .V 

on the delivery capability, of our Operations Division.. I’m •: 

- looking long-term now, not August 31. The whole firm collapses 

• . - •"•t'/'""- v * .. * .r 
• .If. ~l the moment that Division collapses.* •. ■)'- 

Jin • -* I think there comes a time when you've hired a lot all people '* 




and then sit back and get caught up s<* -‘hat we can go from >.:• 




Travel. 

* . , • 




v" . ’. : *1 ‘ 


Assistant to Hutton will be postponed until Fall. • v'\ 


Cort Scratch "other", across the board and cut him from $450 to $250. 

. ■ ' *v * '* * '* .* * * # , . 

Don I think the whole answer is to go through this as we're doing.. 

■* ^ ^ , * • # .“ l '• * 

Cet sales thru Chamaa, Thomas, Canis, etc. I don't want to cut 


so far into here that we kill the momentum of the fira./ivi*’* 

• i . . • • ^ V : 

Cort Between now and August we must sell $10 million worth of progrAps 

• - - . -r- ' ’ 

— rnnningat 40Z profit. . - .y^-' . - “’l; 

Don We're going to salary on AE’s as of July 1.- - v .. 

Cort If contracts come in all salary would he wiped out. ilt would 

make a lot more sense to go to salary on September 1. 

Don Until you see it on paper! .'.*. \:.i., - * : 

Cort Asst, for A1 Hutton - $8,600 — unfortunately ve could only 

save $4,800 between now and August. * * -. 


Yes, but $5,000 a. few times adds up! 


• • • *' • • 

*•>, ... . a». • -1/ — - 


• * • **J.*S:>K’3 


l 
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Don -- Decision is A1 doesn't hire an assistant until September. • 

Cort. y He can hire in August. Takes him a month to come on usually. ; 

’ Client Transmittals. What's that? J-’ .■ * r * . 

-7 ** • .* ’ * • I ^ 

Assistant — take out $900. Leave $1,200 beginning in Sept. 

Jim Do you need 2 coordinators? - ,. . ' " , ‘ •- - - ’ V--**•* 

Cort'.- Customer service is Mary-Jane Heath.. 

. ~ - " Customer data processing is Penny Foe.' i-' *5 ' - 

Cort -^What's the story on the mailroom? $3,000, $4,200, $5,400..... 

/■ 

-^7> During June, July & August .the tail takes one hour. Mary • 


~ 7'V 


-' • Jane could do that herself.' " .-.•’.s.-’V :.7 - uv 

; ••• ■ ' •••*’ !. Zt ' v ' v - 7 : -V ' ^ T 

Bern - 4 girls directly in the mailroom; one real good. I ' i .t* 

Cort * Keep one good one; put the other 3 on Freshman Photo Directory 

7 -- V<* ‘-i.* ' *.V * •* * . * . * ‘ V *• 

' and write them off this budget or sent them out to Mrs. Matthews. 

A-. . ^ ... # • . .■ v-- 

• ’• * . , . • . JT;, * 

Bern We have two billing machines. Someone will have to be trained on 

- • •- -*1 " * •* * ."***"•, . • t . * * * 

them and we'll need another girl this fall. ■ 7\-'.V- 

■' - . • ‘ •' ‘ .... 7 • v •• 

Cort -. Keep Meg but use-her elsewhere for the summer. j . 

Bern I'll get answers from Hutton on the budget. ; : - 

Cort • Sue Torchia under Rasaussen's budget — lose receptionist and 

put Sue on that desk? T - - - ;.‘ T -..•*• "• • '• 

\Don 'Rick’s ploy is to bring someone in over Bob as a strong.. 

y.\. 

Bob is just not cereative enough..he's got good political contacts. 

. • . ^ * 
Data Processing for June, July, August — $1,500- - 

Should be $500 Instead. " * -• • 


Operation Match - $1,000 


Should be $100 


fim 


Don Fergusson's budget - Dept. 33 


. 7 


zs.smo 
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October 28, 1989 


Peat, Marwick, Mitchell & Company 
1C25 Connecticut Avenue, N. W. 
Washington, D. C. 

Dear Sirs: A i- V .-i *.,_ 

£ 2 ^- <un>^- /9<"f 1 

- jjy- ~—r 








v . — — -- —-;. 1 neither the Company nor any of its subsid¬ 
iaries has incurred any liabilities or obligations, direct or contingent, or suffered 
any loss or entered into any transaction which would have a substantially adverse 
effect upon the consolidated financial position, net assets or consolidated results of 
operations of the Company and its subsidiaries <-— 1 ~ " rr " r -’ 1 — ± ^ »■ ■— t a - 

*——■ l l 7 Sr^rtt=r~"- y ->^— —— LX ~, except: ^ 

1. Ln adjusting the amortization of deferred costs at August 31, 1969, to eliminate 
therefrom all costs for programs substantially completed or which commenced twelve 
months or more prior, aa adjustment of 3500,000 was required. 


2. la August, 1959, Management wrote off receivables in the amount of $200,000. Ci— 

- 1 ~ ~ -- . . - T 

sf 

,/ 

3. Acquisition costs in the amount of $64,000 for propose^ acquisitions which the 
Company decided against were written off to general and administrative expenses. 

i 

i 

Also, to the best of my knowledge, during the period fromjMay 31, 1909, to October 28, 

IS59, there has not been any material adverse change in tlje consolidated financial 
position of National Student Marketing Corporation and its consolidated subsidiaries, 
or any material adverse change In results of operations of National Student Marketing 
Corporation and its consolidated subsidiaries as compared with the nine month period 
ended May 31, 1969 after giving retroactive effect at May 31, 19C9 of the adjustments 
disclosed above. 

Very truly yours, 

National Student Marketing Corporation 

tcvC*/ 


National Student Ma r k <yff n £ ^orpbi\iu 6i 1 

IIOO Caindlcul Amut, N.V. • VCiikim/lm, D.C200J6 • TtUfhtxt 203 • C)9 )700 


orporauOn 


I 
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HSyBC MEMORANDUM 


JAN 12 REC'D 


Joe Scar.saroli 

Bcrnie Kurck and John Scallck 
January 12, 1970 


I guess ue accountants utc lucky because our education and work 
experience has taught us that organization and proper planning results 
in'efficient and sr.ooth operations. This Is why cany successful 
ernpzaics, as uell as other organizations, have accountants in their 
ton management positions. I say this as a preface to emphasize the 
foiic-ing comments on the thinking, organization and planning within 

ssy.c. 

I have gotten the impression that everyone in NS>’.C Corporate has 
only cne thing on their nir.d - E.P.S. This is redlculous for several 
reasons. It will not be long until we will have to settle for a 
Early increase of $.5 to $.10 a share rather than an increase of 
$1X0. As of right now, we need $5,000,000 earnings before taxes to 
affect E.P.S. by $.20 and within a year it could be $10,000,000 for 
$.20. This ceans that our reports will not be ceaningful unless 
vc grew internally, even if it is only $.10. How do we grow internally? 
By pr°? er organization and planning. This is why I say that except 
for a few individuals, our so-called executives should stay away 
frem the concept of E.P.S. 

So much for cur thinking. What about organization? We change 
cur organization every day because of our thinking and planning which 
I uill cover later. Ve nust departmentalize this company and stick 
with what we do. Ve cannot organize a departcent and put sooeone at 
the head of it and then change it a week later. Or we cannot assign 
responsibilities to scneor.e like a Croup Vice President and change it 
daily to meet other people's denands. Why do we do this? Because too 
many people lack the knowledge and experience to see that a large 
organization catnot grew properly without planning. 

Proper planning covers a lot of territory. We nust plan now 
for the next three years. In the next three years, the following 
will probably happen: 

1. Less enphasis will be put on large increases in E.P.S. and 
core ca'.iaterr.al growth. 

2. Many people will become wealthy and they will not want 
to stay with our company or subsidiaries. 

3. Many cnployces will leave because their options will be 
exercised, or people who become wealthy will go onto new 
ventures and ukc some of the employees with them. 





•J ft »•. 
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TO: Bcrnic Kurck and John Stallck 
January 12, 1970 


- 2 - 


Eow do ve plan now to meet these possibilities: 

1. The Group Vice Presidents should become thoroughly familiar 
with the companies, their operations, future expectations, 
employees, etc. They should become very much involved from 
an administrative viewpoint rather than stress earnings. 
Efficient operations will result in increased earning's. 

2. What do ve offer employees when they do not have options? 

Kcst companies have pension plans, profit sharing plans, 
bonus plans, hospitalization, etc. How can wc (including 
our subsidiaries) compete with other companies? Employee 
turnover can cause havoc with daily operations and routines. 
If ve were wise, we would plan for this now. 

\ 

We are heading for a lot of trouble if we do not change our 
overall thinking, maintain proper organization and start planning. 

In my opinion, ve have very few,\if ar.y, people who are capable of 
doing this. As a matter of fact,\I am willing to say this to anyone 
in our organization, including our\chief operating officer, who, in 
my opinion, could be doir .3 a lot better Job. 

We batter start strengthening out; subsidiary relationships and 
cur employee relationships. We better\tell our managers to quit 
playing politics acc start reneging. Ithink a good start would be 
to vccd-cut these who ccr.cct manage and have experienced people 
who are interested in managing. We need people who want to become 
nvolved with cur subsidiaries, who want to see them grow, who want • 
o train personnel for the future, and who wont to become Group 
residents. 1 say Group Presidents because we arc going to have to 
offer seme incentive. I think oicr.g these lines wc should require all 
subsidiaries to saw in their letterhead that they arc a division of 

I fully realiae that it is easy to soy all this, but how do we 
Cat our sc-caiicc managers to realize the importance of proper 
organization and planning. 1 think, under the circumstances, that 
there ic only cr.o way - be a son-oi-a-gun with r.o regard to how they 
feel. This is drastic, but what can we do otherwise? 

Tha first thing 1 want to know, however, in writing signed by 
Cort and Roger, is their intentions as to whore the finance departnent 
will be located. If it is going to be located in Washington, I 
telieve wc should expand it and have 902 of the department here. If 
they want it in New York, that is ok too, but let us know. 
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TO: Bcrnic Kurck and John Stalick _ 3 _ 

January 12, 1970 


Or.ce ue have decided this , ve should then set some Company policies 
vith regard to the functions and responsibilities of the finance 
department. There is a tremendous amount of work within the finance 
department. He have to write manuals, co-ordinate audits, file with 
the S.a.C., etc. 

Other departments oust be organized the same way. Croup Vice 
Presidents should have manuals outlining their duties. 

1 could go on for another 50 pages, but 1 won't.' 

In conclusion, I want to say that 1 have everything to gain and 
nothing to lose by seeing this company operated properly. 90Z of the 
employees of NSXC and subsidiaries are in the same position. The 102 
that are not affected are the ones who are making the decisions 
and who either do not have the foresight to see what is happening or 
they don't care. I am very sincere about everything 1 have said. I 
an r.ot saying it because I want to impress anyone. In fact, if I 
don’t see some positive action along these lines, within the next 
couple of weeks, I will visit an employment agency and see If I can't 
work for a company who does have people who are looking toward the 
future. I say this not because I want to threaten anyone, but because 
I want to emphasize that I sincerely believe changes must be made for 
the good of the company. * . 



Vi 
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Auditors in the Dock 


Fraud Trial of Peat Marwick Attracts I 


Anxious Attention of Other Accountants 


By Frederick Andrews 

Staff Reporter 0/ Thb W e/LL Strbbt Journal 

NEW YORK — One evening In August 
1969, Cortes W. Randell, then the 33-year-old 
"boy wonder” president of National Student 
Marketing Corp., boarded his executive Jet 
"Snoopy” for a fateful trip. 

He was headed from his home In Wash¬ 
ington to New York, where a proxy state¬ 
ment was going to press covering NSM'Sj 
proposed acquisition of an Insurance com¬ 
pany, Interstate National Corp. Hastily 
summoned to make the trip with him 
aboard the $700,000 Jet were Bernard J. 
Kurek, NSM's financial vice president, and 
the company's accountants. 

With the legal and auditing hassles that 
normally accompany such merger prepara¬ 
tions, plus some wrinkles that only a free¬ 
wheeling outfit like NSM could devise, It 
took the executives, auditors and lawyers 
almost three days of frantic activity to put 
the 112-page proxy statement to press. 

Now, five years later, It is taking Mr. 
Kurek more than three days to uni aval for 
the court the events of those hectic days and 
to help establish who was responsible for 
admittedly false statements In the 1969 
proxy. 

Mr. Kurek Is the first witness In a trial 
tliat federal Judge Harold R. Tyler Jr. esti¬ 
mates may take three or four weeks—a trial 
that Is being called one of the most signi¬ 
ficant in recent financial annals. 

Prestigious Defendants 

The significance stems largely from the 
prestige of the defendants, Peat, Marwick, 
Mitchell Sc Co., the nation’s largest account¬ 
ing firm, and two auditors, Anthony M. Na- 
trill, a partner In the firm, and Joseph Scan- 
saroll, who has since left the firm. Both men 
are 38 years old. 

They ore charged with criminal securi¬ 
ties fraud In knowingly making false state¬ 
ments In the 1969 pro; y material. Mr. Ran¬ 
dell and Mr. Kurek, tn ’ two NSM executives 
mainly Involved in the preparation of that 
material, have pleaded guilty to the same 
rharge and await sentencing. It’s still un¬ 
known whether the government will call Mr. 
Randell to testify against his termer audi¬ 
tors. to any case, his guilty plea to tots 
charge alone (be pleaded guilty to three 
other counts tn the indictment) could mean 
np to two years tn prison and a 110,000 fine. 


n the auditors are convicted, of course, 
they face a similar fate—a. prokpect that 
boggles the minds of auditors everywhere. 

The case is also mind-boggling tor law¬ 
yers everywhere because the Securities and 
Exchange Commission has named two 
prominent law firms in a civil suit Involving 
many of the same facta. The law firms. New 
York’s Wnlte k Case and Chicago’s Lord, 

Blase 1 k Brook, weren't Indicted, however. 

So the NSM matter has become a test 
case In the government's effort to enforce 
securities laws against auditors and law 
yers. The current trial has taken on added 
significance since the government last 
March Called In Its effort to convict three 
Arthur Andersen k Co. accountants of stock 
fraud Involving the former Four Seasons 
Nursing Centers of America Inc. 

"If we chn’t get a conviction here, we 
never will,” says a Washington source refer¬ 
ring to the trial of Peat Marwick. 

As a trial opened last week, Franklin B. 

Velle, assistant U.S. attorney, told the jury, 

"This la a simple case." As he outlined It, 
the government charges that the two Peat 
Marwick auditors made a bad mistake 
(which Isn't a crime) and then burled It 
| (which Is a crime). "A cover-up," Mr. Velle 
^asserted. 

The defense Is equally straightforward 
Whatever the two auditors did, they did 
from honest judgments during those hectic 
days In 1966-69. As for any "cover-up," that 
Is an unfair word chosen to poison the Jury 
against the defendants, according to Charles 
Stillman, the lawyer for Mr. Scan saroll. 

• The government's key.witness In recon¬ 
structing the 1969 events apparently Is Mr. 

Kurek, the former financial vice president. 

Last week, he began a low-key recitation of 

his recollections of National Student Mar- An Iaaue of Accounting 


In sales for the year ended Aug. 31. 1966, 
and the nine months ended May 31, 1969. 

The "commitments” Involved arrange¬ 
ments with large companies for NSM’s BOO 
or so campus representatives to promote 
consumer products and services on the cam¬ 
pus, largely through posters and other liter¬ 
ature. Once the commitments were received 
from the big advertisers, the literature was 
prepared and sent to the campus represen¬ 
tatives. But in 1968-69, some of the so-called 
commitments apparently were noncommit¬ 
tal. 

According to the government, the 1969 
proxy statement repeated the fiscal 1668 fig¬ 
ures but hid the fact that by then about |l 
million o6 "commitments" originally rec¬ 
orded tor 1668 had been written off. Further. 
It’s charged the proxy's nine-month figure* 
for 1969 included a phony $830,000 “commit¬ 
ment" from Eastern Airlines, which sud¬ 
denly materialised after Mr. Natelll chal- 
enged an equally false $1-9 million "com 
mltment" from tha Pontiac division of Gen 
oral Motors Oorp. 

"People who read those financial state¬ 
ments were cheated," Mr. Yells asserted at 
the trial. “The proxy statement gmvd no btau 
of what (the two auditors) knew-National 
Student Marketing was a toeing proposi 
don." \ • ' . ‘ 

Although NSM was paid tor Its work only 
aa the campus promotion was carried out. 
the company had Peat Marwlck'a blessing, 
to follow an accounting method known •» 
"percentage of completion" that allowed It 
credit for work tn progress. The company 
counted revenue from a program as soon as 
It received a "commitment.” on the theory 
that Its main job was selling the Idea, and 
that Implementing the Jo*> *** routine. 


ketlng’a Jumbled financial affaire, from 
June 1988 when he Joined the company 
through the 1969 proxy preparation and Its 
aftermath. 

Noncommittal Commitment. 

He glumly recalled the experience as one 
of continual frustration over getting Mr. 
Randell and NSM's young "account execu¬ 
tives" to give him the reports he and the 
outside auditors needed. His testimony dealt 
with the nub of the government's case, cer¬ 
tain "commitments" the company Included 


Court papers show that Touche Roes Ik 
Co., another big auditing firm, has con¬ 
cluded that National Student Marketing 
shouldn't have used this accounting method. 
Developed tor long-term construction con¬ 
tracts, percentage-of-completlon depends on 
an accurate measure at progress to date, 
good estimates of coats still to be Incurred, 
and little risk of something going wrong. 

By contrast. National Student Marketing 
was a novice company in an uncharted mar 
ket, Touche Ross said tn Its report. Not only 
were Its "commitments” cancelable, but 
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also its accounting method "gave no consid¬ 
eration" to the actual work of carrying out 
the programs In fact. Touche Boss found | 
the part-time campus representatives were 
often unreliable, and there wasn’t any as¬ 
surance the work would get done. 

The government Isn’t charging merely 
that the accounting method was dubious. 
Mr. Kurek testified further that Mr. Natelll 
allowed NSM to count ‘'commitments’* for 
which written assurances never existed. In 
October 1968, Mr. Kurek said, when he gavs 
Mr. Randell preliminary figures showing a 
loss for the year ended the previous August, 
the company president asserted that Its ac¬ 
count executives had commitments the ac 
counting department didn't know about. 

A quick scramble assertedly led to the 
addition of *1.7 million In "commitments” 
unsupported by contracts, commitment let 
ters or billings. Also, no costs were charged 
against the projects, Mr. Kurek said. Gross 
profit from these “unbilled receivables" 
made up *670,000 of NSM’s *699,000 pretax 
profit for 1968, the government alleges. 

Confirmation by Telephone 

Peat Marwick wasn’t permitted to con- 
firm the "commitments” by writing to pur 
ported clients, a standard audit step. Na 
Uonal Student Marketing objected that the 
| step might spike the deals, which were cub 
tomarlly "Informal." Instead, Mr. Kurek 
testified, Peat Marwick agreed to make its 
confirmations by listening In on telephone 
calls made by Mr. Randell. 

By December 1968, there was still noth 
tng on paper to back up the August 1968 
"unbilled receivablts.” Mr. Kurek aald Mr 
Natelll then warned Mr. Randell that In Its 
August 1969 audit. Peat Marwick would ex¬ 
pect to confirm such "commitments” In 
writing and urged him to develop proper ac 
counting systems. 

Despite such warnings, not much was 
done, Mr. Kurek said. By spring 1969, about 
*1 million In "commitments" were written 
off, much of It retroactive to 1968. In June 
he testified. Mr. Natelll warned him that the 
‘ unbilled receivables" were piling up to 
where "they either made or broke the com 
pany.” A total of *3 * million had been put 
on the books. > 

Mr. Natelll also allegedly said the Peat 
Marwick auditors were "very concerned.” 
If anything went wrong, their careers and 
CPA certificates were at stake. About the 
same time, Mr. Scansaroll expressed simi¬ 
lar worries, as well as second thoughts 
about the accounting, Mr. Kurek testified. 

Mr. Randell, when confronted with a 
loss, apparently had a habit of springing 
new “commitments" on the accounting peo¬ 
ple. * 

Around 2 a.m. on Aug. IS, 1969^ when the 
proxy statement was being prepared, Mr. 
Natelll precipitated a crisis by refusing to 
accept the Pontiac deal, although National 
Student Markctl.g had already reported the 
"commitment’’ In Its six-morth earnings. 


An hour or so later, when Mr. Randell was 
toll of this, he came up with the Eastern 
"commitment,” rousing DennU M. Kelly, 
an NSM- account executive, out of bed at 4 
a.m, to apeak with Mr. Kurek. Later that 
day, Mr. Kelly showed up with a commit¬ 
ment letter from Eastern. 

(Mr. Randell, In pleading guilty to four 
counts, admitted altering a Pontiac letter to 
make It read as a commitment. He alio ad¬ 
mitted that Eastern was given the right, In 
writing, to cancel Its "commitment," and 
the auditors weren’t told about that. Mr. 
Kelly, who pleaded guilty to one stock-fraud 
count, said essentially the aame thing.) 

Last-Minute Changes 

. In a key charge at the current trial, the 
government contends that Mr. Natelll 
scratched out all referencea to write-offs In 
a draft of the proxy statement and then hid 
their impact in sales figures given for com- 
panlee NSM acquired in 1969. The resulting 
*209,760 cut in gross profit was allegedly 
concealed by "netting” it against a *188,760 
tax credit The net reduction of *21,000 
wasn’t deemed "material,” so no details 
were disclosed, the government charges. 

In reply, John 8. Martin Jr„ Mr. Natel- 
U's lawyer, told the jury that another Peat 
Marwick partner had reviewed and ap¬ 
proved the accounting treatment at Mr. Na¬ 
telll’* request. It was "an honest decision," 
Mr. Martin said, as was Mr. Natelli's accep¬ 
tance of the Eastern "commitment.” 

The defense lawyers didn’t appear to 
■hake Mr. Kurek’a account, though they 
drew out observations favorable to their 
clients. Mr. Kurek said as far as he knew 
Mr. Scansaroll was doing "ar. honest'job,”' 
and the witness never said anything to the 
contrary about Mr. Natelll. Mr. Kurek also 
conceded that NSM's top brass had com¬ 
plained about Peat Marwick’s rigidity and 
indulged in “loose talk” about getting rid of 
the audit firm. And a 1969 footnote had ac¬ 
curately described “unbilled receivables," 
he said. 

The defense lawyers pressed Mr. Kurek 
hardest to establish that National Student 

f srketlng had adopted Its accounting be¬ 
ns Peat Marwick came on the scene, that 
previous public accountant had approved 
It and that NSM’s nine-month figures fot 
1968 hsd Included "unbilled receivables." 
That amount Mr. Kurek first recalled at 
*26,000 or (60,000. After checking old rec¬ 
ords, hs said *260,000 but Insisted the hlghei 
sum was “still minor" compared with what 
the "unbilled receivables” latsr became. 
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National Student Marketing Trial Jolted 
By 2 Developments That Hurt U.S. Case 


By FuroKRicic Andrews 

«a( Reporter o / The Wall Street Journal 
NEW YORK-In the second week of the 
National Student Marketing trial, the gov¬ 
ernment’s prospects for convictions were 
badly shaken at least twice. • 

—Outside the courtroom, one Juror re¬ 
peatedly lamented that she didn't under¬ 
stand what was going on and felt Incompe¬ 
tent to decide the case. 

—The Judge has three tiroes refused to 
allow government witnesses to tell the Jury 
how National Student Marketing's admit¬ 
tedly false $820,000 "commitment” from 
Eastern Airlines came to be written off In 
early 1870. The government says the testi¬ 
mony would show that the Eastern "com¬ 
mitment” obviously wasn't any good the 
previous fall when NSM’s auditors accepted 
It. 

On trial for criminal fraud are two ac¬ 
countants, Anthony M. Natelll and Joseph 
Scansarolt, who audited National Student 
Marketing for Peat, Marwick, Mitchell & 
Co., the nation’s largest accounting firm. 
The two men, both 38 years old, are charged 
with knowingly making false statements In 
an NSM proxy statement Issued In Septem¬ 
ber 1969. If convicted, they face up to two 
years Imprisonment, $10,000 In fines, and 
ruin of their careers. Mr. Natelll Is a Peat 
Marwick partner. Mr. Scansarolt was a 
Peat Marwick audit supervisor until NSM 
hired him away in October 1969. He Is no 
longer with NSM. 

Reflected Honest Judgments 

According to the government, the two 
Peat Marwick auditors made a bad mistake 
on their 1968 audit of National Student Mar 
ketlng (which Isn't a crime! and thee hurled 
It In the 1969 proxy statement (which Is). 
They were afraid that disclosure would de¬ 
stroy their careers, the government says. 
The defense contends that whatever the two 
men did, U reflected honest Judgments In 
trying circumstances. The defense also de¬ 
picts Peat Marwick as tough on National 
Student Marketing. 

The Juror's apparent befuddlemant was 
dlicloaed last Wednesday by Federal Judge 
Harold R. Tyler Jr. In a closed-door confer¬ 
ence with government and defense lawyers. 
(The conference was Included In the trial 
transcript.) Judge Tyler said that the Juror, 
Elizabeth Odra, made her remarks to the 
two court clerks the day before. Thus far, 
the Juror remains on the panel (which In 
eludes three alternate Jurors). A guilty ver¬ 
dict requires a unanimous vote, of course. 

Elizabeth Gedra's confusion may be an 
omen that the government Isn't getting Its 
case »crose The Incident came after Its 
mainstay witness, Bernard J. Kurek, N8M's 


former financial vice president, had already 
given most of his testimony. 

Franklin B. Velle, an assistant 11.8. at¬ 
torney, has described the alleged fraud to 
the Jury as "a simple case.” R Is, neverthe¬ 
less, hi an extremely complicated context. 
By normal standards, Mr. Velie's presenta¬ 
tion would get high marka for clarity, but at 
times the lengthy, Intricate testimony has 
been confusing even to observers experi¬ 
enced tr. accounting matters. The lay Jurors 
have had to absorb concepts like “unbilled 
receivables," "accrued liabilities," "de 
ferred taxes.” "pooling of Interest.” “Jour¬ 
nal vouchers," arid "comfort letters.” 

Clash Repeatedly ■" ^ 

During the week, Mr. VeUe and the da- 
feirdaats' lawyers, John Martin and Charles 
Stillman, clashed repeatedly over admitting 
testimony about writing oft the Eastern 
"commitment” At one point, Judge Tyler 
rebuked Mr. Stillman for his "shrill” objec 
dons and Mr. Velie tor addressing the Judge 
"as If I were a country bumpkin or a Juror. 

I am neither.” 

The Eastern' "commitment" Is the core 
of one key charge against the auditors. A 
prominent part of National Student Market¬ 
ing’s business was selling or promoting con¬ 
sumer products through its network of cam 
pus representatives. Under NSM’s account¬ 
ing, the company counted revenue from 
such "programs” as soon as It received a 
commitment from the would-be client, usu¬ 
ally a nationally known company. 

According to testimony, Mr. Natelll 
touched off a crisis In August 1969 as the 
NSM proxy was being rushed to press. He 
refused to accept a purported $1.2 million 
oommltment from General Motors Corp.’s 
Pontiac division, even though NSM had al 
ready counted the transaction in its unau 
dited earnings for the nine months ended 
May 81, 1969. As a substitute, Oortes W. 
Randell, NSM’s former president, then si 
legedly came up with the Eastern "commit¬ 
ment, ” supposedly entered Into In May. 
About $520,000 of that "commitment” was 
Included In the proxy’s figures for the nine 
month period, n was written off In February 
1970. 


Junior auditor for Peat Marwick, because 
Mr. O'Connor seemed to remember little 
about the 1970 write-off. Similarly, Judge 
Tyler later wouldn't accept testimony about 
the write-off from Robert BaH. a former 
NSM staff accountant. , 

In between, Mr. Vetle appeared to have' 
cleared the hurdle by oalltng John Wharton, 
another former Junior auditor for Peat Mar¬ 
wick. Mr. Wharton said the Eastern "com¬ 
mitment” was written off in February 1970 
after a meeting with the head of NSM’s 
highly touted network of campus represen 
tatives. That executive had told the auditors j 
the campus network was “practically deci¬ 
mated (and) for all practical purposes, was 
going out of business." 

On cross examination, however, Mr. 
Stillman destroyed Mr. Wharton as a wit¬ 
ness by bringing out that the meeting he de¬ 
scribed hadn’t taken place until April 1970, 
well after the Eastern write-off. Judge Tyler 
said Mr. Wharton's testimony “bordered on 
being Incompetent” and sustained the de¬ 
fense objections. ' 

The Judge later characterized the East¬ 
ern “commitment” as “a real soggy bag of 
nothing as It turned out” hut also said no 
one had testified that Mr. NateUl knew this, 
or should have known It, hack In August 
During the week, the government also 
called as witnesses Douglas H. Oberlander 
and John T. Johnston, who also were for¬ 
merly Junior auditors with Peat Marwick, 
and John Buck, NSM’s former controller. 
These witnesses generally corroborated var¬ 
ious pieces of Mr. Kursk’s lengthy test 
raony about what happened between NSM 
and the Peat Marwick auditors. Defense 
lawyers ware able to bring out favorable 
comments, hew ever.' Mr. Oberlander and 
Mr. Jot-'Stoo said, for example, that neither 
defendant had ever asked them to do any¬ 
thing Improper or dlshnneri. * * 

ihe government Intends to wrap up Its 
esse this morning. The defense has said It 
anticipates three or four days’ testimony on 
Its' behalf. Both Mr. Kurek and Mr. Randall 
havs pleaded guilty to stock fraud concern¬ 
ing the NSM proxy. They await sentencing 


Over defense objections, Judge Tyler ac¬ 
cepted the government’s contention that 
later events could show something about 
what Mr. Natelll knew, or should have 
known, about the Eastern “commitment” In 
August 1969. Judge Tyler Insisted, however 
on some clear Hnk between Mr. NateUl and 
what happened later. The judge proceeded 
by first hearing testimony with the Jury ab¬ 
sent. - 

Seamed *«i Remember Little 

Judgi Tyler wouldn't admit the testi¬ 
mony of Robert J. O'Connor, formerly a 


>1 
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MEMORANDUM 

October 31, 1974 

TO: U. S. Attorney 

FROM: John C. Burtoi( 

SUBJECT: Discussions wi 


It appears likely that I was the source of the quotation in the October 29 
Wall Street Journal article about the National Student Marketing trial 
attributed to "a Washington source." Although I do not recall using the 
precise words "If we can't get a conviction here, we never will" that was 
certainly consistent with the sense of a part of a conversation I had with 
Fred Andrews on October 11. 

On October 9 I received a call from Mr. Andrews in which he indicated that 
he would be in Washington on the 11th and wondered if we could get together 
for a general background discussion of what we were doing in the accounting 
and disclosure areas. This was not an unusual request since such meetings 
have been held on several occasions in the past in the light of Mr. Andrews' 
responsibilities as accounting reporter for The Wall Street Journal . I 
suggested lunch on the 11th and, accordingly, he and Ken Bacon (of The Wall 
Street Journal's Washington staff) joined A. Clarence Sampson, Jr. (Associate 
Chief Accountant) and myself on the 11th. We met for about 1 1/2 hours and 
our conversation covered many accounting matters. The discussion of enforce¬ 
ment matters was not the major part of our luncheon, nor was it the focus of 
many questions. 

At some point in the luncheon, the question of accountants' concern about 
criminal prosecution in connection with professional engagements was raised. 

I tried to explain the criteria used to determine what might be a criminal 
case and from there the conversation turned to the difficulty of communicat¬ 
ing accounting and reporting matters to a lay jury. Since Mr. Andrews had 
read the transcripts of the Four Seasons trial, we discussed that briefly 
and I indicated my judgment that the National Student Marketing case was 
fundamentally much simpler. It was in this connection I said something like 
"if we can't convince a jury in this case, we will have to rethink the whole 
question of criminal references." I believe that Mr. Andrews' quote was 
consistent with this, although it is somewhat more dramatic. 

At no point in our conversation were the facts of the case discussed. Mr. 
Andrews, who is a good reporter, has followed the case since its inception 
and he is aware of the public record. 





*. 
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Naturally, I am distressed that this quote appeared in The Journal . and 
in retrospect it is clear that I should not have mentioned the case in 
any way. 



* 
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National Stodcnt Trial 
Defendants Request 
Indictment Dismissal 


ily a \Va..l Street Journal Bluff Rrporttr 

NEW YORK—The two accountant defen¬ 
dants In the National Student Marketing 
Corp. trial have asked that the indictment 
be dismissed because of a quotation printed 
In The Wall Street Journal. 

The quotation was part of a lengthy story 
-published Oct. 29. Discussing the trial's slg- 
niflcantnfr-dCsald: " ‘If we can't get a con¬ 
viction here7~we~rievet_will,' says a Wash¬ 
ington source. .. 

Federal Judge Harold 
privately told the government and defense 
[lawyers that apparently the unidentified 
source was John C. Burton, chief accountant 
of the Securities and Exchange Commission. 
The Judge has a memo on the subject from 
Mr. Burton. 

Judge Tyler isn't expected to rule on the 
motion until the Jury trial is over. Yester¬ 
day he apparently questioned the Jurors 
about whether they had read the Journal ar¬ 
ticle. The results of his polling aren't 
known, but the Judge has several times cau¬ 
tioned the Jurors against reading any news¬ 
paper article about the case. 

On trial on stock-fraud charges are two] 
certified public accountants, Anthony M. 
Natelll and Joseph Scansaroll, who audited 
National Student Marketing for Peat, Mar¬ 
wick, Mitchell It Co , the nation's largest ac¬ 
counting firm. Ttiey are charged with mak¬ 
ing false statements In a 1969 National Stu¬ 
dent proxy statement. The trial Is conclud¬ 
ing its third week. . , '.. , . 

With the Jury absent, John S. Martin Jr., 
Mr. Natelli’s lawyer, brought up the quota¬ 
tion last week, terming it highly prejudicial. 
Judge Tyler Instructed the U S. Attorney's 
office to find out whether the unidentified 
source was a government official. The Judgei 
said the remark appeared to violate Justice 
Department guidelines on what officials 
should say about pending trials. 


Nothing further has been said about the 
matter in open court. East Monday the de¬ 
fendants' lawyers emerged in high spirits 
from a recess conference with Judge Tyler. 
The stenographic transcript later showed 
that Judge Tyler had been given,Mr. Bur¬ 
ton's memo, but the transcript didn't In¬ 
clude what the memo said. Judge Tyler 
gave the defendants' lawyers copies, but he 
later declined to make the memo public. 

Yesterday the transcript became avail¬ 
able for another conference at the close of 
the trial session the day before. It Indicated 
that Judge Tyler said Mr. Burton "con¬ 
ceded" making the comment. It also dis¬ 
closed the two defendants' motion to dlmiss 
the indictment 

Judge Tyler had convened the gathering 
to ask whether the defendants wished him to 
poll the Jurors without delay. The judge 
appparently did so yesterday morning. He 
and the Jurors remained outside the court¬ 
room for about half an hour past the sched¬ 
uled starting time for the day's session. 

In Washington. Mr. Burton declined com- 
‘ ment on the developments. 
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National Student Defendant Concedes 
He Was 4 Too Easily Satisfied 9 in Audit 


By Frederick Andrews 

Staff Reporter o / The Wall Street Journal 

NEW YORK-In the third week of the 
National Student Marketing Corp. trial, the 
two auditor defendants repeatedly denied 
any wrongdoing. • ■>. 

! One defendant, Joseph Scansaroll, the 
audit supervisor, conceded under crosa-ex- 
J&mlnatlon that he had been "far too easily 
satisfied” In his 1968 audit of National Stu¬ 
dent Marketing. But Mr. Scansaroll pro¬ 
tested that the government was "taking 
things out of context” and relying on hind- 
| sight to build a pattern pf wrongdoing. 

Mr. Scansaroll and Anthony M. Natelll.j 
the audit partner, are on trial for stock 
fraud Involving a 1969 proxy statement Is¬ 
sued by National Student Marketing. The' 
two men audited the company for Peat. 
Marwick, Mitchell A Co., the nation’s larg¬ 
est accounting firm. Mr. Natelll' Is partner-] 
In-charge of Peat Marwick's Washington^ 
D.C., office. Mr. Scansaroll Is no longer 
with Peat Marwick. 

Mr. Scansaroll underwent direct and 
cross-examination last Wednesday and 
Thursday. Mr. Natelll began to testify Fri¬ 
day and Is expected to continue today. Law¬ 
yers In the case plan to begin their summa¬ 
tions tomorrow. 

Feared for Licenses .« n 

According to the government, the two 
Peat Marwick auditors made a bad mistake 
In their 1968 audit of National Student Mar- 
, ketlng and then burled that mistake In the 
1969 proxy statement, rather than disclosing 
It. The two auditors feared for their licenses 
as cerunoa puouc accountants, me govern¬ 
ment contends. In that regard, Its case de¬ 
pends on the word of Bernard J. Kurek, 
NSM's former financial vice president, who 
has pleaded guilty to the stock-fraud count. 

\ Mr. Scansaroll flatly denied ever telling 
Mr. Kurek or anyone that he was concerned 
about his CPA certificate. In addition, Mr. 
Natelll said he didn't recall any talk with 
Mr. Kurek that could have led to an Impor¬ 
tant memo. In the memo, Mr. Kurek quoted 
Mr. Natelll as saying the Peat Marwick au¬ 
ditors were concerned about NSM's account¬ 
ing and worried about their CPA certtf ■ 
cates. i • 

The government contends the proxy 
statement failed to make two Important dis¬ 
closures, both Involving "unbilled accounts 
receivable." This Was the label given to a 
category of NSM’s business that began to 
build up In 1968, the first year Peat Marwick 
audited the company. > - s 

National Student Marketing’s moat prom¬ 
inent activity was selling or promoting na¬ 


tionally known consumer products through a 
network of campus representatives. Origi¬ 
nally NSM was paid according to how many 
student Inquiries Its promotional pieces 
stimulated. In 1968, however, K undertook 
"fixed-fee” work, which meant devising 
promotional campaigns for a flat sum. 
Under the terms, NSM waant paid until a 
client company accepted Its proposals and 
the campaign was carried out, using the 
campus network. 

A Time Lag Existed 

With Peat Marwick’s approval, National 
Student Marketing counted revenue from 
"fixed-fee" contracts as soon as the com¬ 
pany received a client's go-ahead. Mr. Na¬ 
telll testified that he permitted this because 
a time lag existed between getting a client 
commitment and actually signing a contract 
and carrying out the program. Mr. Natelll 
concluded that NSM had done the bulk of Its 
work when the client accepted the promo- 
ttonal plan.. ,, *.. 

Without any contracts signed, these sums 
allegedly due were dubbed "unbilled receiv¬ 
ables.” Hie precise revenue and gross profit 
recorded from such a "commitment’’ de¬ 
pended on Its "percentage of completion,'' 
an estimate of how tar along N8M had 
progressed on the Job. 

According to the government, Peat Mar¬ 
wick allowed NSM to count <1.T million hi 
"unbilled receivables" tar the year ended 
Aug. 30, 1968, for which no written client 
commitment .of any sort existed. By the fol¬ 
lowing August, the government charges, 
about fl million had been written off as 
worthless. Instead of disclosing this, the 
proxy statement's restated figures for 1988 
concealed the write-off by understating the 
1968 sales of companies NSM had Just ac¬ 
quired, It is charged. The corresponding 
8188,760 drop In profit was hidden by netting 
It against a suddenly discovered tax-loss 
carry-forward of exactly the same amount, 
the government says. , . 

In testifying, Mr. Natelll defended hts de¬ 
cision to accept the $L7 million. The Peat 
Marwick auditors had to “deal with the situ¬ 
ation as It existed," he said. NSM was grow¬ 
ing at such a pace that proper records were 
"almost forgotten," Mr. Scansaroll wrote In 
a 1968 memo. In addition, Cortes W. Ran- 
dell, then NSM’a president, urged the audi¬ 
tors not to approach NSM clients for written 
assurance* that' the "commitments” ex¬ 
isted. The clients were too touchy; things 
were too “touch and go,” Mr. Scansaroll 
has testified. (Mr., Randell has pleaded 
guilty to four counts of stock fraud.) > 


Mr. Natelll laid he agreed to talk with 1 
the client companies by telephone, but In¬ 
sisted that by the August 1969 audit, written 
confirmation* would be essential. In . the 
spring of 1969, he recalled, he became “ex- i 
tremely concerned" when NSM Included In 
Its unaudited six-month earrings a 81.2 mil¬ 
lion "comD.ltiuenr rrom General Motors 
Corp.’s Pontiac division. Mr. Natelll didn’t 
consider the "commitment” properly docu¬ 
mented. _- - , 

Mr. Natelll said (his led him to press for 
a meeting with Mr. Randell and Mr. Kurek 
to warn against their following "some policy 
they knew doggone weU I didn’t agree 
with." By that time, Mr. Natelll said he had 
already clashed with the company twice 
over accounting policies for two subsidiar¬ 
ies. Upon the third encounter, Mr. Kurek 
said Mr. Natelll seemed unfair, the auditor 
testified. “I told him if he didn’t Uke it he 
could euro get some other auditing firm In 
there,” he added. 

Mr. NatelU’s testimony was poised and 
articulate, though he has yet to be croen-ex¬ 
amined. Mr. Scansaroll, a less-polished fig¬ 
ure, lost his aplomb several times under . 
questioning by Franklin B. Valia, an assis¬ 
tant U.S. attorney. 1 V , • ' ~. 

Mr. VnM* repeatedly hoisted Mr. Scansa¬ 
roll on his own petard-his claim that he 
had dona "everything possible" to the 1968 
audit. Question by question, Mr. Scansaroll 
then conceded that for his telephone confir¬ 
mations, he had rtmply accepted a list of 
client names and numbers from NSM; that 
at least esses be had unwittingly "con¬ 
firmed” a commitment by talking to NSM’a 
printer; that he hadn’t mad* any effort to 
check NSM’a esttmaiea of work In progress, 
and that he baaed an Aug. 80 commitment 
tor 1188,000 on a letter written In October 
that didn’t specify any sum and In fact con¬ 
tained a money-back guarantee by NSM. 

Charles Stillman, Mr. Scan*troll's law¬ 
yer, redeemed his client somewhat by read¬ 
ing a memo the auditor had written In Janu¬ 
ary 1970 after leaving Peat Marwick for a 
)ob as NSM’s assistant controUsr. Ad¬ 
dressed to Mr. Kurek, his new boas, Mr. 
8canaaroll's memo blistered the company’s 
"so-called executives'’ for their "ridicu¬ 
lous" preoccupation with per-share pars¬ 
ings. He included Mr. Randell In the criti¬ 
cism'and threatened'to quit If NSM didn’t 
pay hea^ to better financial records and 
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JURY NOTE NO. 2 
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COURT'S EXHIBIT 7 FOR IDENTIFICATION 
LETTER TO JUROR HAJEK'S EMPLOYER 11/13/74 


November 13, 1974 


Consolidated Edison Company 
708 First Avenue 
New York, New York 
Attn: Mr. Dyre, 

Superintendent 

RE: United States v. Randell 
et al. 

Juror Charles Hajek 

Dear Sir: 

At the request of Mr. Hajek, this court is writing to advise 
that he has been Involved for a number of weeks in the above-captioned 
trial. However, as the trial- judge, I am happy to report that the case 
is coming to a conclusion this week. May I assure you that Mr. Hajek' 
jury duty has been required by law and constitutes a significant public 
service. 


Very truly yours, 
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